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January 25, 2011 
 
 
To the Members of the Legislature and Citizens of Mississippi: 
 
As Governor of the State of Mississippi, I present the Comprehensive Annual Financial Report for the year ending June 30, 
2010.  This report gives an overview of state government fiscal activity and reflects the difficult recessionary period our state 
and nation have entered. 
 
During my time as Governor, we have successfully balanced the state’s budget despite the fact that we had a $720 million 
budget hole when I took office. Through some difficult decisions about how to spend taxpayer dollars more efficiently, we 
erased that deficit. We accomplished this even when faced with the worst natural disaster in American history, Hurricane 
Katrina. The storm could have devastated our economy, but we didn’t let that happen. Our people, resilient and determined, 
immediately went about rebuilding their homes and reopening their businesses.  
 
Now, the nation is slowly emerging from this Great Recession, and Mississippi is committed to leading the recovery. State 
revenues are showing signs of recovery, though it clearly will be a long, slow road back to financial success. Through prudent, 
conservative management of tax dollars, we will provide essential services for our citizens while protecting our reputation for 
responsible fiscal management.  
 
As this report shows, this is not business as usual.  We must continue working to move Mississippi forward through smart 
policies that create jobs and foster economic growth.  Despite the current economic conditions, I’m optimistic about our future 
because I know that with strong leadership and good policies, we can give our children and grandchildren a greater opportunity 
than my generation ever dreamed.  
 
 
Sincerely,   
 
 
 
Haley Barbour 
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Custodial credit risk for deposits is the risk that in the event of the failure of a financial institution, the government will not be 
able to recover deposits or collateral securities that are in the possession of an outside party.  Section 25-11-121, Mississippi 
Code Ann. (1972), provides that the deposits of the System in any bank of the U.S. shall, where possible, be safeguarded and 
guaranteed by the posting of bonds, notes, and other securities as security by the depository.  The System’s Board of Trustees 
has formally adopted a short-term investment policy that requires that the market value of securities guaranteeing the deposits 
shall at all times be equal to 100 percent of the amount of funds on deposit. 
 
System Investment Policies 
 
The System is authorized to invest in the following: 
 

Bonds, notes, certificates and other valid general obligations of the State of Mississippi, or of any county, city, or 
supervisor's district of any county of the State of Mississippi; 
 
School district bonds of the State of Mississippi; 
 
Notes or certificates of indebtedness issued by the Veterans' Home Purchase Board of Mississippi, not to exceed 5 
percent of total investments; 
 
Highway bonds of the State of Mississippi; 
 
Corporate bonds of investment grade as rated by Standard & Poor’s Corporation or by Moody’s Investors Service; 
 
Short-term obligations of corporations, or of wholly-owned subsidiaries of corporations, whose short-term obligations 
are rated A-3 or better by Standard & Poor's Corporation or rated P-3 or better by Moody's Investors Service; 
 
Bonds of the Tennessee Valley Authority; 
 
Bonds, notes, certificates and other valid obligations of the U.S. or any federal instrumentality that issues securities 
under authority of an act of Congress and are exempt from registration with the SEC; 
 
Bonds, notes, debentures and other securities issued by any federal instrumentality and fully guaranteed by the 
U.S.;   
 
Interest-bearing bonds or notes which are general obligations of any other state in the U.S. or any city or county 
therein, provided such city or county had a population as shown by the federal census next preceding such 
investment of not less than 25,000 inhabitants, and provided that such state, city, or county has not defaulted for a 
period longer than 30 days in the payment of principal or interest on any of its general obligation indebtedness 
during a period of ten calendar years immediately preceding such investment; 
 
Bonds, stocks and convertible securities of established non-U.S. companies which are listed on primary national 
stock exchanges of foreign nations and foreign government securities.  The System is authorized to hedge such 
transactions through foreign banks and generally deal in foreign exchange through the use of foreign currency, 
interbank forward contracts, futures contracts, options contracts, swaps and other related derivative instruments; 
 
Shares of stock, common and/or preferred, of corporations created by or existing under the laws of the U.S. or any 
state, district or territory thereof;  
 
Covered call and put options on securities traded on one or more of the regulated exchanges;  
 
Pooled or commingled funds managed by a corporate trustee or by a SEC registered investment advisory firm and 
shares of investment companies and unit investment trusts registered under the Investment Company Act of 1940, 
where such pooled or commingled funds or shares are comprised of common or preferred stocks, bonds, money 
market instruments or other authorized investments;  
 
Pooled or commingled real estate funds or real estate securities managed by a corporate trustee or by a SEC 
registered investment advisory firm retained as an investment manager by the System.  Such investments shall at 
no time exceed 10 percent of total investments.  The portfolio is divided between core commingled and value added 
real estate fund investments, which directly invest in properties, and in managed portfolios of Real Estate Investment 
Trusts (REITs).  REITs are exchange traded securities which provide indirect exposure to real estate properties and 
real estate management companies.  Fair values of commingled fund properties are based on the most recent 
independent appraisal values.  Independent appraisal firms which are Members of Appraisal Institute (MAI) are 
required to conduct valuations at least annually; and 
 
Types of investments not specifically authorized if the investments are in the form of a separate account managed 
by a SEC registered investment advisory firm retained as an investment manager by the Board of Trustees, or a 
limited partnership or commingled fund approved by the Board of Trustees, provided that the total book value of 
these investments at no time exceed ten percent of the total book value of all investments of the System. 
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System Investments 
 
A. Credit Risk - Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.  The 

System follows the statutes as previously discussed as its policy for limiting exposure to credit risk.  The Board of Trustees 
has adopted a short-term investment policy which further restricts commercial paper to be of corporations with long-term 
debt to be rated A or better by Standard and Poor’s or Moody’s, and whose short-term obligations are of A-2 or P-2 or 
better ratings by Standard and Poor’s and Moody’s, respectively.  This applies to all short-term investments.  In addition to 
the short-term investment policy, a policy adopted for the internally-managed short-term account requires that for any 
amount above the established core of $30 million, no more than 25 percent may be invested in any issue having a rating 
lower than AA or A1/P1.  Credit risk for derivatives results from the same considerations as other counterparty risk 
assumed by the System.  Policy requires that the credit quality of the underlying asset must be rated A or better by 
Moody’s or Standard and Poor’s.  The lending agent is permitted to purchase only AAA asset-backed securities for the 
cash collateral fund.   

  
The Moody’s or Standard and Poor’s credit ratings for the System’s investments as of June 30, 2010 are as follows 
(amounts expressed in thousands): 

 
 

Investment Type Aaa/AAA Aa/AA A/A Baa/BBB Ba/BB B/B

Asset backed securities $ 447,416 $ 20,132 $ 6,542 $ 1,792 $ 16,823 $
Collateralized mortgage obligations 253,592 14,276 68,396 18,170 10,037 5,678
Commercial paper 1,989,707
Corporate bonds 303,650 765,081 678,819 447,612 145,529 72,026
Mortgage pass-throughs 425,041
Repurchase agreements 360,542
Sovereign agencies debt 1,024 285 2,966 6,856 5,033
Sovereign governments debt 12,296 6,379 19,865 132,756 76,624 34,338
State and local obligations 1,978 23,201 26,935 4,370
U.S. Government agency obligations 251,323 2,812  
Yankee/Global bonds 26,137 6,556 8,191 1,832
     Total $ 2,082,999 $ 835,910 $ 2,804,233 $ 613,388 $ 254,046 $ 112,042

Quality Ratings

 
 

Investment Type Caa/CCC Ca/CC C/C P WR Not Rated

Asset backed securities $ 28,110 $ $ 16 $ $ 1,212 $
Collateralized mortgage obligations 25,584 12,859 1,170
Commercial Paper 52,948
Corporate bonds 3,763 4 5,403
Sovereign governments debt 4,662
State and local obligations 4,093

Total $ 57,457 $ 12,859 $ 1,186 $ 52,948 $ 1,216 $ 14,158

Quality Ratings

 
 
B. Custodial Credit Risk - For an investment, custodial credit risk is the risk that, in the event of the failure of the 

counterparty, the government will not be able to recover the value of its investments or collateral securities that are in the 
possession of an outside party.  Section 25-11-121, Mississippi Code Ann. (1972), requires that all investments be clearly 
marked as to ownership and to the extent possible, shall be registered in the name of the System.  Within the System, the 
pension funds have $21,931,447,000 in investments at June 30, 2010.  Of this amount, $4,077,792,000 was exposed to 
custodial credit risk.  These are cash collateral reinvestment securities held in the name of the custodian who acquired 
them as the lending agent/counterparty.  This is consistent with the securities lending agreement in place with the 
custodian. 
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 The fair value of the System’s cash collateral securities as of June 30, 2010, consisted of (amounts expressed in 
thousands): 
 
Investment Type Fair Value

Commercial paper $ 2,042,654
Repurchase agreements 360,542
Corporate bonds 1,149,638
Asset backed securities 424,993
U.S. Government agencies 99,965
     Total $ 4,077,792

 
 
C. Foreign Currency Risk - Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair 

value of an investment or deposit.  The Investment Committee of the Board of Trustees evaluates the actual investment 
asset allocation quarterly, in accordance with the adopted phase-in policy.  Based on current market conditions, the Board 
adjusts the allocation as necessary.  The investment asset allocation policy limits non-U.S. investments to 17.8 percent of 
total investments.  At June 30, 2010, the current position is 21.5 percent.  In fiscal year 2010, the System expanded its 
fixed income allocation into emerging market debt securities, which invest primarily in sovereign government and agency 
debt securities.  The System also expanded its non-U.S. allocation in the area of REITs.  The System’s exposure to foreign 
currency risk at June 30, 2010, is as follows (amounts expressed in thousands):  

 

Currency
Cash and 

Equivalents
Equities and 

REITs
Debt 

Securities
Total Fair 

Value 

Australian dollar $ 30 $ 154,324 $ $ 154,354
Brazilian real (5,467) 132,369 4,762 131,664
Canadian dollar 74 83,857 9,125 93,056
Danish krone 788 26,962 27,750
Egyptian pound 2 27,850 27,852
Euro (9,984) 860,274 5,324 855,614
Hong Kong dollar 248 80,792 81,040
Hungarian forint 30 5,702 5,732
Indian rupee 8 27,940 27,948
Indonesian rupiah 20 28,076 28,096
Japanese yen 4,184 511,239 515,423
Malaysian ringgit 140 5,649 5,789
Mexican peso 13,904 24,661 38,565
New Israeli shekel 30 15,353 15,383
New Taiwan dollar 310 44,409 44,719
New Turkish lira 100 56,714 56,814
New Zealand dollar 140 1,388 12,326 13,854
Norwegian krone 191 30,847 31,038
Pakistani rupee 8,249 8,249
Pound sterling 4,679 529,089 533,768
Singapore dollar 80 43,298 43,378
South African rand 393 89,527 89,920
South Korean won 103 105,654 105,757
Swedish krona 183 43,210 43,393
Swiss franc 2,321 182,648 184,969
Thailand baht 20 14,152 14,172
     Total $ (1,377) $ 3,123,476 $ 56,198 $ 3,178,297
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D. Interest Rate Risk - Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an 

investment.  The System has no formal policy on limiting exposure to interest rate risk.  As of June 30, 2010, the System 
had the following investments and maturities (amounts expressed in thousands): 

 

Investment Type Fair Value Less than 1 1 - 5 6 - 10 More than 10

Asset backed securities $ 522,044   $ 439,268       $ 24,835         $ 17,473         $ 40,468         
Collateralized mortgage obligations 434,212 17,840       19,620       396,752       
Commercial paper 2,042,654 2,042,654  
Corporate bonds 2,421,888 302,746     1,366,131  428,717     324,294       
Mortgage pass-throughs 476,254 70              1,078         31,796       443,310       
Repurchase agreements 361,342 361,342     
Sovereign agencies debt 16,164 3,990         12,174       
Sovereign governments debt 286,919 48,276       130,118     108,525       
State and local obligations 60,576  4,638         522            55,416         
U.S. Government agency obligations 254,575 18,378       207,245     17,979       10,973         
U.S. Treasury obligations 1,464,818 20,629       786,495     399,121     258,573       
Yankee/Global bonds 42,716 1,052         20,940       12,677       8,047           
     Total $ 8,384,162 $ 3,203,979 $ 2,463,628 $ 1,070,197 $ 1,646,358

Investment Maturities (in Years)

 
During fiscal year 2010, the investments in derivatives were exclusively in asset/liability based derivatives such as interest-
only (IO) strips, collateralized mortgage obligations (CMOs) and asset-backed securities (ABS).  The System reviews fair 
values of all securities on a monthly basis and prices are obtained from recognized pricing sources.  Derivative securities 
are held, in part, to maximize yields.  IO and principal-only (PO) strips, are transactions which involve the separation of the 
interest and principal components of a security.  They are highly sensitive to prepayments by mortgagors which may result 
from a decline in interest rates.  The System held IO strips valued at $6,000 at fiscal year end.  The derivatives policy limits 
IO and PO strips to 3 percent of the investment portfolio. 

 
CMOs are bonds that are collateralized by whole loan mortgages, mortgage pass-through securities or stripped mortgage-
backed securities.  Income is derived from payments and prepayments of principal and interest generated from collateral 
mortgages.  Cash flows are distributed to different investment classes or tranches in accordance with that CMO’s 
established payment order.  Some CMO tranches have more stable cash flows relative to changes in interest rates while 
others are significantly sensitive to interest rate fluctuations.  In a declining interest rate environment, some CMOs may be 
subject to a reduction in interest payments as a result of prepayments of mortgages which make up the collateral pool.  A 
reduction in interest payments causes a decline in cash flows and, thus a decline in the fair value of the CMO security.  
Rising interest rates may cause an increase in interest payments, thus an increase in the value of the security.  The 
System held $434,212,000 in CMOs at June 30, 2010.  Of this amount, $140,000,000 were tranches that are highly 
sensitive to future changes in interest rates.  CMO residuals are prohibited under the derivatives policy. 

 
ABS are bonds or notes backed by loan paper or accounts receivable originated by banks, credit card companies, or other 
credit providers.  The originator of the loan or accounts receivable paper sells it to a specially created trust, which 
repackages it as securities.  Similar to CMOs, ABS have been structured as pass-throughs and as structures with multiple 
bond classes.  Of the $522,044,000 in ABS held at June 30, 2010, $68,000,000 are highly sensitive to changes in interest 
rates.  ABS which are leveraged structures or residual interests are prohibited by the derivatives policy. 

 
At June 30, 2010, the System has invested in $476,254,000 in mortgage pass-through securities issued by the Federal 
National Mortgage Association, Federal Home Loan Mortgage Corporation, and Government National Mortgage 
Association.  These investments are moderately sensitive to changes in interest rates because they are backed by 
mortgage loans in which the borrowers have the option of prepaying. 
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E. Investment Derivatives – The System’s derivatives policy limits foreign currency forwards to no more than 100 percent of 

the aggregate value of the portfolio securities denominated in the hedged currency.  The counterparties of the foreign 
currency forwards have short term credit ratings of A or better as rated by the nationally recognized statistical rating 
organizations.  The System’s general policy requires that the counterparty has a long term credit rating of A or better and a 
short term credit rating of A1/P1 at a minimum.  More specifically, the System’s policy requires that all over-the-counter 
derivatives be rated AA or better by the nationally recognized statistical rating organizations.  The counterparties of the to-
be-announced securities are rated A or better by the nationally recognized statistical rating organizations.  The foreign 
currency forwards are presented in the foreign currency risk table, and the to-be-announced securities are disclosed in the 
interest rate risk table by years to maturity.  The investment derivative instruments outstanding as of June 30, 2010 are as 
follows (amounts expressed in thousands): 
 

Investment Type Notional 
Amount 

Changes in Fair Value  Fair Value at June 30, 2010 
Classification Amount Classification Amount 

Foreign currency forwards $  12,022,868 Investment Income $  (297)  Investment $  (297) 
To-be-announced securities 17,655 Investment Income  91  Debt Securities 18,950 

 
 
F. Securities Lending Transactions - The Board of Trustees has authorized the System to lend its securities to broker-

dealers with a simultaneous agreement to return the collateral for the same securities in the future.  The System’s 
custodian, pursuant to a written agreement, is permitted to lend all long-term securities to authorized broker-dealers 
subject to the receipt of acceptable collateral.  There have been no significant violations of the provisions of the agreement 
during the period of this statement.  The System lends securities for collateral in the form of either cash or other securities.  
The types of securities on loan at June 30, 2010, by the System are long-term U.S. Government and agency obligations, 
corporate bonds, REITs, and domestic and international equities.  At the initiation of a loan, borrowers are required to 
provide collateral amounts of 102 percent on U.S. securities and international securities denominated in the same currency 
of the loaned security.  For international securities that are denominated in a currency other than the currency of the 
loaned security, 105 percent collateral is required at the initiation of the loan.  In the event the collateral fair value on U.S. 
securities falls to less than 100 percent of the respective fair value of the securities lent, the borrower is required to provide 
additional collateral by the end of the next business day.  In the event the collateral fair value falls below 102 percent for 
international same-currency transactions or 105 percent for cross-currency transactions, the borrower is required to 
provide additional collateral.  The contractual agreement with the custodian provides indemnification in the event the 
borrower fails to return the securities lent or fails to pay the System income distributions by the securities’ issuers while the 
securities are on loan.  The System cannot pledge, lend, or sell securities received as collateral unless the borrower 
defaults.  The System has contracted with its custodian to invest cash collateral received from the transfer of securities in 
any investment instrument authorized by Section 25-11-121, Mississippi Code Ann. (1972). 
 
The maturities of the investments made with cash collateral generally do not match the maturities of the securities lent.  All 
securities loans can be terminated on demand by either the System or the borrower, although the average term of these 
loans was 2 days at June 30, 2010.  Cash collateral was invested in repurchase agreements, commercial paper, corporate 
bonds, U.S. Government agencies, and asset backed securities.  The weighted average effective duration of all collateral 
investments at June 30, 2010, was 34 days with a weighted average maturity of 34 days. 
 
Securities lent at year end for cash collateral are presented by type; securities lent for securities collateral are classified 
according to the custodial credit risk category for the collateral.  There were no securities lent for securities collateral as of 
June 30, 2010.  The investments purchased with the cash collateral are presented in the discussion of custodial credit risk, 
since the custodian, as agent, is the counterparty in acquiring these securities in a separate account for the System. 
 
At year end, the System had no credit risk exposure to borrowers because the amount the System owed the borrowers 
exceeded the amount the borrowers owed the System.  At June 30, 2010, the aggregate fair value of securities lending 
holdings, including accrued interest was $4,078,938,000 and the aggregate fair value, including accrued interest, of the 
underlying securities lent was $3,930,194,000.  The value of the collateral pledged by borrowers at year end was 
$4,082,776,000. 
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Note 5 - Receivables 
 
At June 30, 2010, receivables consisted of (amounts expressed in thousands): 
 

General
Nonmajor 

Funds
Internal 
Service

Receivables 
Reclass

Total 
Governmental 

Activities

  Accounts $ 179,346 $ 28,254 $ 20 $ 24 $ 207,644
  Taxes:
    Sales 373,124 373,124
    Income 280,142 280,142
    Gasoline 45,755 45,755
    Other 66,853 66,853
  Interest and dividends 9,824 2,223 326 12,373
  Other 257 257
          Gross receivables 955,301 30,477 346 24 986,148
  Allowance for uncollectibles (240,529) (10,086) (250,615)

          Receivables, net $ 714,772 $ 20,391 $ 346 $ 24 $ 735,533

Amounts not 
  scheduled for collection
  in subsequent year $ 158,672 $ 427 $ 159,099

Governmental Funds

 
 

Unemployment 
Compensation

Port 
Authority at 

Gulfport

Prepaid 
Affordable 

College Tuition
Nonmajor 

Funds Total

Accounts $ 54,699 $ 744 $ 2,909 $ 3,636 $ 61,988
Assessments 33,432 33,432
Interest and dividends 160 703 660 1,523
          Gross receivables 88,131 904 3,612 4,296 96,943
Allowance for uncollectibles (56,254) (91) (56,345)

          Receivables, net $ 31,877 $ 904 $ 3,612 $ 4,205 $ 40,598

Business-type Activities

 
 

Universities Nonmajor Total

Accounts $ 1,708,369 $ 2,168 $ 1,710,537
Interest 2,680 134 2,814
          Gross receivables 1,711,049 2,302 1,713,351
Allowance for uncollectibles (1,485,265) (1,485,265)

          Receivables, net $ 225,784 $ 2,302 $ 228,086

Component Units
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Note 6 - Due From Other Governments 
 
At June 30, 2010, due from other governments consisted of (amounts expressed in thousands): 
 

General
Nonmajor 

Funds
Internal 
Service

Total 
Governmental 

Activities

Due from other governments $ 894,111 $ 144,741 $ 180 $ 1,039,032
  Allowance for uncollectibles (808) (808)

          Due from other governments, net $ 893,303 $ 144,741 $ 180 $ 1,038,224

Amounts not scheduled for
   collection in subsequent year $ 500,142 $ 4,882 $ 505,024

Governmental Funds

 
 
 
Note 7 - Loans and Notes Receivable 
 
At June 30, 2010, loans and notes receivables consisted of (amounts expressed in thousands): 
 
 

General
Nonmajor 

Funds

Total 
Governmental 

Activities

Loans and notes receivable $ 193,781 $ 2,009 $ 195,790 $ 195,346
  Allowance for uncollectibles (522) (522) (23,805)
          Loans and notes receivable, net $ 193,781 $ 1,487 $ 195,268 $ 171,541

Amounts not scheduled for
   collection in subsequent year $ 174,416 $ 826 $ 175,242 $ 143,398

    Governmental Funds
Primary Government Component Units

Universities
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Note 8 - Capital Assets 
 
Primary Government 
 
Capital asset activity for the year ended June 30, 2010, was as follows (amounts expressed in thousands): 
 

Beginning
Balance Ending

Governmental Activities: as restated Increases Decreases Balance
     Capital assets not being depreciated:
          Land $ 994,077 $ 174,575 $ 923 $ 1,167,729
          Construction in progress 4,207,403 744,419 562,920 4,388,902
               Total capital assets not being depreciated 5,201,480 918,994 563,843 5,556,631
     Capital assets being depreciated:
          Software 5,941 12 5,953
          Buildings 1,610,901 67,024 2,565 1,675,360
          Land improvements 162,445 7,731 129 170,047
          Machinery and equipment 667,396 79,441 92,117 654,720
          Infrastructure 8,672,579 466,498 85,203 9,053,874
               Total capital assets being depreciated 11,119,262 620,706 180,014 11,559,954
          Less accumulated depreciation for:
               Software 2,291 552 2,843
               Buildings 412,994 31,210 907 443,297
               Land improvements 65,900 4,770 10 70,660
               Machinery and equipment 379,311 59,352 38,110 400,553
               Infrastructure 3,392,844 315,848 85,101 3,623,591
                    Total accumulated depreciation 4,253,340 411,732 124,128 4,540,944

               Total capital assets being depreciated, net 6,865,922 208,974 55,886 7,019,010

     Governmental activities capital assets, net $ 12,067,402 $ 1,127,968 $ 619,729 $ 12,575,641

Beginning Ending
Business-type Activities: Balance Increases Decreases Balance
     Capital assets not being depreciated:
          Land $ 42,514 $ $ $ 42,514
          Construction in progress 47,291 28,183 35,071 40,403
               Total capital assets not being depreciated 89,805 28,183 35,071 82,917
     Capital assets being depreciated:
          Buildings 87,499 3,410 84,089
          Land improvements 36,274 496 36,770
          Machinery and equipment 21,854 487 421 21,920
          Infrastructure 69,374 34,457 103,831
               Total capital assets being depreciated 215,001 35,440 3,831 246,610
          Less accumulated depreciation for:
               Buildings 20,839 1,674 142 22,371
               Land improvements 16,067 1,062 17,129
               Machinery and equipment 8,871 1,246 188 9,929
               Infrastructure 33,576 3,314 36,890
                    Total accumulated depreciation 79,353 7,296 330 86,319

               Total capital assets being depreciated, net 135,648 28,144 3,501 160,291

     Business-type activities capital assets, net $ 225,453 $ 56,327 $ 38,572 $ 243,208
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Depreciation expense was charged to functions/programs as follows (amounts expressed in thousands): 
 
Governmental Activities:
     General government $ 11,958
     Education 4,474
     Health and social services 16,213
     Law, justice and public safety 36,400
     Recreation and resources development 9,528
     Regulation of business and profession 248
     Transportation 330,806
     Depreciation on capital assets held by the government's 
        internal service funds is charged to the various
        functions based on their usage of the assets 1,963
          Total depreciation expense - governmental activities $ 411,590

Business-type Activities:
     Port Authority at Gulfport $ 5,278           
     Other business-type 2,085           
          Total depreciation expense - business-type activities $ 7,363

 
 

 
 

Construction in progress is composed of (amounts expressed in thousands): 
 

Project Expended Outstanding
Authorization To Date Commitment

Governmental Activities:
     Department of Transportation $ 5,250,367 $ 4,054,101 $ 1,190,699
     Information Technology Services 30,189 27,823 1,225
       Wireless Communication Commission 79,310 18,535 60,776
     Mississippi Development Authority 78,017 72,358 4,915
     Department of Finance and Administration 73,886 60,606 8,088
     Military Department 67,252 53,830 13,422
     Department of Employment Security 35,000 12,823 22,177
     Department of Public Safety 31,832 25,195 2,617
     Department of Health 29,649 21,359 6,770
     Department of Wildlife, Fisheries and Parks 19,976 11,875 7,621
     East MS State Hospital 15,513 497 44
     Other projects less than $10 million 54,961 29,900 13,916
          Total governmental activities 5,765,952 4,388,902 1,332,270
Business-type Activities:
     Port Authority at Gulfport 52,386 40,403 11,983
               Total construction in progress $ 5,818,338 $ 4,429,305 $ 1,344,253
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Component Units 
 
At June 30, 2010, capital assets consisted of (expressed in thousands): 
 

Universities Nonmajor Total
Capital assets not being depreciated:
     Land $ 65,519 $ 15,776 $ 81,295
     Construction in progress 380,486 15 380,501
          Total capital assets not being depreciated 446,005 15,791 461,796
Capital assets being depreciated:
     Buildings 2,427,478 163,118 2,590,596
     Land improvements 252,349 60,429 312,778
     Machinery and equipment 903,178 43,787 946,965
          Total capital assets being depreciated 3,583,005 267,334 3,850,339
               Less accumulated depreciation 1,316,667 94,600 1,411,267
          Total capital assets being depreciated, net 2,266,338 172,734 2,439,072

Component units capital assets, net $ 2,712,343 $ 188,525 $ 2,900,868

 
 
 
Note 9 - Long-term General Obligation Bonds and Notes 
 
Bond indebtedness incurred by the State of Mississippi must be authorized by legislation governing the specific programs or 
projects to be financed.  Such legislation provides the state bond commission authority to approve and authorize the sale and 
issuance of bonds.  The state bond commission is comprised of the Governor as chairman, the State Attorney General as 
secretary, and the State Treasurer.  
 
General obligation bonds are issued to provide funds for capital improvements which include repairing, renovating, or 
constructing state owned facilities, to provide loans and grants to local governments and other entities for economic 
development and capital improvements, and to provide grants to community colleges and universities for capital improvements.  
General obligation refunding bonds are issued to currently refund or advance refund certain outstanding bonds for both capital 
and non-capital related purposes, the majority of which are non-capital related.  General obligation bonds issued by the State 
as of June 30, 2010, relating to a portion of capital improvement and major economic impact projects pay interest at variable 
rates.  The remaining general obligation debt has fixed rates of interest. 
 
The Tax Reform Act of 1986 requires governmental entities issuing tax-exempt bonds to refund to the U. S. Treasury interest 
earnings on bond proceeds in excess of the yield on those bonds.  The State must comply with arbitrage rebate requirements 
in order for their bonds to maintain tax-exempt status.  As of June 30, 2010, no arbitrage rebate liability existed. 
 
General obligation bonds are backed by the full faith, credit and taxing power of the state.  Although certain general obligation 
debt is being retired from the resources of the business-type activities and is, therefore, recorded in these funds, the State 
remains contingently liable for its payment.  In accordance with Mississippi state law, the State serves as the guarantor for the 
general obligation bonds of the Greater Port of Pascagoula.  The port is not considered part of the reporting entity; however, if 
the port’s resources are insufficient to make the debt service payments on the outstanding bonds, the deficiency must be 
paid by the State.  As of June 30, 2010, the Port of Pascagoula’s outstanding general obligation bonds are $105,000.   
 
Bond Anticipation Notes 
 
During fiscal year 2010, the State issued $105,027,000 of general obligation notes in anticipation of the issuance of bonds.  
These notes were redeemed from the proceeds of Taxable General Obligation Bonds, Series 2010D and 2010F dated 
November 10, 2010.  The Series 2010D Bonds mature annually through 2023 with interest rates ranging from .651% to 
4.351%.  The Series 2010F Bonds mature annually beginning in year 2023 through 2034 with interest rates ranging from 
4.351% to 5.245%.  The bond anticipation notes meet long-term financing criteria and were, in fact, redeemed subsequent to 
year end with proceeds of long-term bonds.  Therefore, the notes are reported as long-term debt rather than as a fund liability. 
 
Refunding and Defeased Bonds 
 
During fiscal year 2010, the State issued $134,190,000 of general obligation refunding bonds to currently refund all or a portion 
of two issues reported in governmental activities.  The current refundings were undertaken to refinance variable rate debt into 
fixed rate debt resulting in an indeterminable economic gain or loss. 
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During fiscal year 2010, the State issued $241,100,000 of general obligation bonds, which are reported in governmental 
activities, to refund general obligation bond anticipation notes. 
 
In prior years, the State defeased certain outstanding general obligation bonds of the primary government by depositing the net 
proceeds of refunding bonds in irrevocable trusts to be used solely for satisfying all future scheduled principal and interest 
payments on the refunded debt.  Accordingly, for financial reporting purposes, the defeased bonds and related trust accounts 
are not included in the financial statements.  At June 30, 2010, $328,350,000 of outstanding general obligation bonds (including 
prior years’ refunding) are considered defeased. 
 
Demand Bonds 
 
Variable rate demand bonds (VRDBs) are long-term bonds with rates of interest that re-set weekly and can fluctuate based on 
market or market index changes.  VRDBs offer bondholders a “put” or tender feature and are supported by standby liquidity 
facilities provided by commercial banks.  These Standby Bond Purchase Agreements (SBPAs) require the applicable bank to 
purchase any bonds that are tendered or not successfully remarketed in accordance with the indentures.   
 
The bondholders may tender these bonds on specified dates at a price equal to principal plus accrued interest on seven days 
notice and delivery to the applicable remarketing agent.  The State’s remarketing agents are authorized to use their best efforts 
to sell the repurchased bonds at face value by adjusting the interest rate on a weekly basis.  The designated remarketing agent 
will determine the interest rate borne by each series of bonds not to exceed 11%, which is the maximum allowed under state 
law.  The State pays the remarketing agents a fee for this service.  In the event that the VRDBs cannot be remarketed, they will 
be purchased by the respective liquidity provider as specified by and subject to certain conditions set forth in the SBPA. 
 
Outstanding General Obligation VRDBs included in long-term debt at June 30, 2010 and selected SBPA terms are: 
 

Series 
Outstanding 

Amount 
Liquidity 
Provider 

Scheduled 
Termination 

Date 
Commitment 

Fee 
Remarketing 

Agent 
Capital Improvements 2005 $  43,100,000 Bank of America 10/19/2011 0.67% Morgan Stanley 
Capital Improvements 2007 46,675,000 Bank of America 7/5/2011 0.67 Bank of America 
Major Economic Impact 2003A 119,370,000 Bank of America 11/25/2011 0.67 Citigroup 
Major Economic Impact 2003B 49,995,000 Bank of America 11/18/2011 0.67 Morgan Stanley 
Major Economic Impact 2003C 64,050,000 Bank of America 7/5/2011 0.67 Bank of America 
 
If a tender advance occurs under the Capital Improvements 2005 SBPA, interest accrues at the bank’s base rate (the prime 
lending rate minus 1%) for the first 60 days, the bank’s prime lending rate for the period from 61 to 89 days after the purchase 
date, and the bank’s prime lending rate plus 1% beginning 90 days after the purchase date.  If the tender advance is in default, 
interest accrues at the bank’s prime rate plus 3%.  If the remarketing agent is unable to resell any bonds purchased by Bank of 
America under the SBPA within 90 days of the purchase date, the State has a take-out agreement with Bank of America to 
convert the bonds to an installment loan payable over a five year period bearing an adjustable interest rate equal to the bank’s 
prime rate plus 1%.  If the take-out agreement is exercised because the entire issue of $43,100,000 of demand bonds cannot 
be resold, the State will be required to pay monthly installments of $937,000 through the term of the loan assuming an 11% 
interest rate with no prepayment penalty.   
 
If a tender advance occurs under the Capital Improvements 2007 SBPA, interest accrues at the bank’s base rate (the prime 
lending rate plus 2%, the federal funds rate plus 3%, or 10%, whichever is higher).  If the tender advance is in default, interest 
accrues at the bank’s base rate plus 3%.  If the remarketing agent is unable to resell any bonds purchased by Bank of America 
under the SBPA within six months, the State has a take-out agreement with Bank of America to convert the bonds to an 
installment loan payable over a five year period bearing an adjustable interest rate equal to the bank’s base rate plus 2%.  If the 
take-out agreement is exercised because the entire issue of $46,675,000 of demand bonds cannot be resold, the State will be 
required to pay semi-annual installments of $6,192,000 through the term of the loan assuming an 11% interest rate with no 
prepayment penalty. 
 
If a tender advance occurs under the Major Economic Impact 2003A SBPA, interest accrues at the bank’s base rate (one 
month LIBOR) plus .35%.  If the underlying rating on the bonds is decreased by Moody’s Investor Service to a rating of “A”, the 
interest rate will increase and become the bank’s base rate plus .45%.  If the rating from Moody’s Investor Service falls below 
“A”, the rate becomes equal to the default rate.  If the tender advance is in default, interest accrues at the bank’s base rate plus 
2%.  If the remarketing agent is unable to resell any bonds purchased by Bank of America under the SBPA within six months, 
the State has a take-out agreement with Bank of America to convert the bonds to an installment loan payable over a five year 
period bearing an adjustable interest rate equal to the bank’s base rate plus 2%.  If the take-out agreement is exercised 
because the entire issue of $119,370,000 of demand bonds cannot be resold, the State will be required to pay semi-annual 
installments of $15,837,000 through the term of the loan assuming an 11% interest rate with no prepayment penalty. 
 
If a tender advance occurs under the Major Economic Impact 2003B SBPA, interest accrues at the bank’s base rate (the prime 
lending rate plus 2%, the federal funds rate plus 3%, or 10%, whichever is higher).  If the tender advance is in default, interest 
accrues at the bank’s base rate plus 3%.  If the remarketing agent is unable to resell any bonds purchased by Bank of America 
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under the SBPA within six months, the State has a take-out agreement with Bank of America to convert the bonds to an 
installment loan payable over a five year period bearing an adjustable interest rate equal to the bank’s base rate plus 2%.  If the 
take-out agreement is exercised because the entire issue of $49,995,000 of demand bonds cannot be resold, the State will be 
required to pay semi-annual installments of $6,633,000 through the term of the loan assuming an 11% interest rate with no 
prepayment penalty. 
 
If a tender advance occurs under the Major Economic Impact 2003C SBPA, interest accrues at the bank’s base rate (the prime 
lending rate plus 2%, the federal funds rate plus 3%, or 10%, whichever is higher).  If the tender advance is in default, interest 
accrues at the bank’s base rate plus 3%.  If the remarketing agent is unable to resell any bonds purchased by Bank of America 
under the SBPA within six months, the State has a take-out agreement with Bank of America to convert the bonds to an 
installment loan payable over a five year period bearing an adjustable interest rate equal to the bank’s base rate plus 2%.  If the 
take-out agreement is exercised because the entire issue of $64,050,000 of demand bonds cannot be resold, the State will be 
required to pay semi-annual installments of $8,497,000 through the term of the loan assuming an 11% interest rate with no 
prepayment penalty. 
 
Derivative Instruments 
 
The State entered into interest rate swap agreements in connection with $189,775,000 of outstanding variable rate debt in 
order to hedge changes in cash flows.  At June 30, 2010, the State had the following pay-fixed interest rate swap derivative 
instruments reported in governmental activities: 
 

Associated 
Bonds 

Notional 
Amount 

Effective 
Date 

Final 
Maturity 

Date Terms 

Counterparty 
Credit 
Rating 

2003A $  25,005,000 July 2006 Nov. 2028 Pay 5.708%; receive one-month LIBOR A+/Aa3/A+ 
2003A 25,000,000 Mar. 2007 Nov. 2026 Pay 5.248%; receive one-month LIBOR A+/A1/A+ 
2003B 24,995,000 July 2006 Nov. 2028 Pay 5.708%; receive one-month LIBOR A+/Aa3/A+ 
2003B 25,000,000 Mar. 2007 Nov. 2026 Pay 5.248%; receive one-month LIBOR A+/A1/A+ 
2005 43,100,000 Oct. 2004 Sept. 2025 Pay 4.037%; receive SIFMA swap index A/A2/A 
2007 46,675,000 May 2005 Sept. 2027 Pay 3.980%; receive SIFMA swap index A/A2/A 

 
Fair Value - The fair values for the swap transactions were determined using the zero-coupon method.  This method calculates 
the future net settlement payments required by the swap, assuming that the current forward rates implied by the yield curve 
correctly anticipate future spot interest rates.  These payments are then discounted using the spot rates implied by the current 
yield curve for hypothetical zero-coupon bonds due on the date of each future net settlement on the swaps.  The fair values 
were provided by a third party consultant based on information in the Interest Rate Swap Confirmations supplied by the swap 
counterparties.  Based on that information and the swap market conditions prevailing on June 30, 2010, the third party 
consultant calculated the estimated market value.  The fair values may vary throughout the terms of the swap agreements as a 
result of fluctuations in the applicable market interest rates.  The fair value balances at June 30, 2010 and the changes in fair 
value of derivative instruments reported in governmental activities are: 
 

Associated 
Bonds 

Notional 
Amount 

Changes in Fair Value  Fair Value at June 30, 2010 
Classification Amount Classification Amount 

2003A $  25,005,000 Deferred Outflow $  (2,064,000) Derivative Instrument $  (7,540,000) 
2003A 25,000,000 Deferred Outflow (1,990,000) Derivative Instrument (5,645,000) 
2003B 24,995,000 Deferred Outflow (2,064,000) Derivative Instrument (7,537,000) 
2003B 25,000,000 Deferred Outflow (1,990,000) Derivative Instrument (5,645,000) 
2005 43,100,000 Deferred Outflow (1,705,000) Derivative Instrument (4,844,000) 
2007 46,675,000 Deferred Outflow (1,986,000) Derivative Instrument (5,125,000) 
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Hedged Debt and Derivative Instrument Payments - The interest and net swap payments shown assume that interest rates 
at year end will remain unchanged for the term of the bonds and the hedges.  As interest rates vary, interest payments on the 
variable rate bonds and the net swap payments will change.  The future minimum debt service on long-term general obligation 
debt reported for the primary government is presented at the end of this note.  At June 30, 2010, future debt service 
requirements on the hedged variable rate bonds and net payments on associated hedging derivative instruments are (amounts 
expressed in thousands): 
 

Net Swap
Year Ending June 30 Principal Interest Payment Total

2011 $ 3,695 $ 530 $ 8,335 $ 12,560
2012 3,850 522 8,194 12,566
2013 4,015 513 8,046 12,574
2014 4,180 504 7,893 12,577
2015 4,375 494 7,732 12,601
2016 - 2020 24,855 2,311 36,001 63,167
2021 - 2025 61,600 1,877 29,015 92,492
2026 - 2030 83,205 472 7,466 91,143

$ 189,775 $ 7,223 $ 112,682 $ 309,680
 

 
Interest Rate Risk - Although the interest rates on the bonds are synthetically fixed under the swap agreements, interest 
payments on the variable rate bonds and the net payments under the swap agreements will vary as interest rates change. 
 
Credit Risk - The swap agreements and Section 31-18-11, Mississippi Code Ann. (1972), require that the counterparties have 
credit ratings by at least one nationally recognized statistical rating agency that are within the two highest investment grade 
categories, and credit ratings by all other nationally recognized statistical rating agencies that are within the three highest grade 
categories, otherwise the payment obligations of the counterparty shall be unconditionally guaranteed by an entity with such 
credit ratings.  Section 31-18-11, Mississippi Code Ann. (1972), also requires that should the credit rating of the counterparty or 
of the entity unconditionally guaranteeing the counterparty's obligations fall below the required rating, that the obligations of 
such counterparty shall be fully and continuously collateralized by direct obligations of, or obligations the principal and interest 
on which are guaranteed by the United States of America, with a net market value of at least 102% of the net market value of 
the swap agreements and shall be deposited as directed by the State.  Additionally, Section 31-18-11, Mississippi Code Ann. 
(1972), requires that the counterparty, or the entity guaranteeing the counterparty's obligations, have a net worth of at least 
$100,000,000.  The State is not exposed to credit risk at June 30, 2010, as all swap agreements are in a liability position. 

Basis Risk - The swap agreements expose the State to basis risk because the applicable interest rates under the swap 
agreements are based on LIBOR and the SIFMA swap index, which may differ from the interest rates set by the remarketing 
agents for the State’s variable rate bonds.  As of June 30, 2010, the weighted average variable interest rate paid on the bonds 
was .283%, while the SIFMA swap index was .31% and LIBOR was .34844%. 
 
Termination Risk - The swap agreements are documented by using the International Swap Dealers Association Master 
Agreement which includes standard termination events, such as failure to pay and bankruptcy.  The schedule to the Master 
Agreement includes additional termination events providing that the swap agreements may be terminated if either the State’s or 
the counterparty’s credit rating falls below certain levels.  The State or the counterparties may terminate the swap agreements if 
the other party fails to perform under the terms of the contract.  If one or more of the swap agreements are terminated, the 
State would no longer have a synthetic fixed rate with respect to the previously hedged bonds and would be exposed to these 
bonds’ variable interest rates.  Also, if at the time of termination the swap agreements have a negative fair value, the State 
would incur a loss and would be required to pay the swap agreements’ fair value to the counterparty.  If the swap agreements 
have a positive fair value at the time of termination, the State would realize a gain and would receive the swap agreements’ fair 
value from the counterparty.  
 
Market-Access Risk and Rollover Risk - The swap agreements are for the same maturity terms as the hedged variable rate 
bonds.  Therefore, the State is not exposed to market access risk or rollover risk that would be present if the swap agreements’ 
maturity terms ended prior to the maturities of the hedged bonds.  
 
Foreign Currency Risk - The swap agreements and the hedged bonds do not have terms denominated in a foreign currency.  
Therefore, the State is not exposed to foreign currency risk on the swap agreements. 
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At June 30, 2010, the primary government's outstanding general obligation bonds and notes as presented in governmental 
activities and business-type activities are (amounts expressed in thousands): 
 

Final
Outstanding Interest Maturity Original

Purpose Amount Rates Date Amount 
Governmental Activities:
   Bonds
      Small Business Assistance $ 386 7.13% Sept. 2010 $ 3,000
      Spillway Road 640 6.25% Feb. 2011 4,950
      Gaming Highway Improvement 45,335 5% Oct. 2011 200,000
      Telecommunication Conference and
         Training Center 475 5.1% - 5.22% Nov. 2011 2,000
      Ayers Settlement - Allstate Building 805 5.4% - 5.6% June 2012 3,300
      Single Family Residential Housing 1,215 5.4% - 5.6% June 2012 5,000
      Deer Island Project 2,885 5.25% Nov. 2012 8,800
      Franklin County Lake and Recreation Complex
         Road Construction 635 4.5% - 5% Sept. 2013 1,250
      Land, Water, and Timber Resources 14,065 3% - 5.25% Nov. 2014 38,000
      Local Governments Rail Program 4,110 3% - 5.6% Nov. 2014 13,000
      Milk Producers 2,940 4.62% - 5% Dec. 2017 3,500
      Farish Street Historic District 2,810 4.25% - 5% Aug. 2018 4,000
      Disaster Assistance 440 3% - 4% Nov. 2019 5,000
      Railroad Lines and Bridges Improvement 1,435 5% - 5.25% Oct. 2023 1,500
      Technology Alliance 955 4.25% - 5% Oct. 2023 1,000
      Business Investment 36,323 4% - 7.13% Dec. 2025 77,870
      Job Protection 5,355 4.25% - 5% Dec. 2025 6,000
      Local Governments Capital Improvements 14,415 4.25% - 5.25% Dec. 2025 15,500
      Raspet Flight Research Laboratory 1,040 4.25% - 5.75% Dec. 2025 1,200
      State Shipyard Improvements 113,915 3% - 5.75% Dec. 2025 156,000
      Stennis Space Center 13,223 3.75% - 6.25% Dec. 2025 34,750
      Transportation 3,745 4.62% - 5% Dec. 2027 4,000
      Small Enterprise Development Finance 43,315 3.25% - 6.5% July 2028 117,675
      Local Governments Water System Improvement 9,094 3% - 7.13% Oct. 2028 14,743
      Local System Bridge Replacement and
         Rehabilitation 72,458 4.25% - 5.25% Oct. 2028 85,000
      ACE Fund 26,196 3% - 5.67% Oct. 2029 27,450
      Economic Development Highway 50,945 3% - 6.25% Oct. 2029 80,000
      Existing Industry 13,075 4.25% - 5.67% Oct. 2029 13,500
      Rural Impact 16,015 .55% - 5.75% Oct. 2029 21,000
      Statewide Wireless Communication System 44,535 4.25% - 5.67% Oct. 2029 45,000
      General Obligation Refunding Bonds 1,514,604 2.13% - 7.35% Oct. 2032 2,040,545
      Major Economic Impact * 379,805 .22% - 7% Oct. 2032 532,500
      Capital Improvements * 874,326 3% - 5.67% Oct. 2034 1,493,282
      Farm Reform 7,151 4.25% - 5.67% Oct. 2034 13,000
      Rural Fire Truck Acquisition 12,858 4.25% - 5.75% Oct. 2034 13,900
      Small Municipalities and Limited
         Population Counties 32,805 .55% - 5.75% Oct. 2034 53,000

      Total Bonds 3,364,329 5,140,215
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Final

Outstanding Interest Maturity Original
Purpose Amount Rates Date Amount 

Notes
   Capital Improvements $ 40,252 1.25% Nov. 2010 $ 40,252

       Existing Industry 3,500 .54% Nov. 2010 3,500
   Farish Street Historic District 2,000 .54% Nov. 2010 2,000
   Job Protection     6,000 .54% Nov. 2010 6,000
   Railroad Lines and Bridges Improvement 2,500 .54% Nov. 2010 2,500
   Rural Impact 1,875 .54% Nov. 2010 1,875
   Technology Alliance 1,000 .54% Nov. 2010 1,000
   Business Investment 9,000 .54% - 1.89% Dec. 2010 9,000
   Major Economic Impact 30,100 .74% - 1.89% Dec. 2010 30,100
   Local System Bridge Replacement and 
      Rehabilitation** 8,800 1.81% Apr. 2014 8,800
      Total Notes 105,027 105,027

            Premiums 109,172  
            Deferred Amount on Refunding (54,522)
               Total Governmental Activities 3,524,006 5,245,242
Business-type Activities:
      General Obligation Refunding Bonds 26,476 2.13% - 5.9% Nov. 2022 37,602
                 Total General Obligation Bonds and Notes $ 3,550,482 $ 5,282,844

 
 
* Interest on $133,415,000 of outstanding general obligation bonds for Major Economic Impact is variable rate and paid at the 
weekly interest rate as determined by the remarketing agents.  Interest rate swap agreements have been entered into in 
connection with $89,775,000 of outstanding variable rate general obligation bonds for Capital Improvements where the State 
pays the counterparty fixed rate payments ranging from 3.98% to 4.037% and receives variable rate payments computed 
based on the SIFMA swap index.  Additionally, interest rate swap agreements have been entered into in connection with 
$100,000,000 of outstanding variable rate general obligation bonds for Major Economic Impact where the State pays the 
counterparties fixed rate payments ranging from 5.248% to 5.708% and receives variable rate payments computed based on 
one-month LIBOR.  The remaining outstanding general obligation bonds relating to Capital Improvements and Major Economic 
Impact have fixed rates of interest. 
 
**Interest on $8,800,000 of outstanding general obligation notes for Local System Bridge Replacement and Rehabilitation is 
variable rate and paid at the weekly SIFMA swap index plus 150 basis points. 
 
At June 30, 2010, future general obligation debt service requirements for the primary government are (amounts expressed in 
thousands): 

Principal Interest Principal Interest
2011 $ 363,607 $ 160,058 $ 3,050 $ 984
2012 257,351 146,256 2,634 898
2013 234,158 134,295 2,582 817
2014 251,188 122,678 2,707 727
2015 235,437 110,954 2,833 622
2016 - 2020 946,145 401,887 12,490 1,230
2021 - 2025 594,000 227,391 180 13
2026 - 2030 382,795 100,755
2031 - 2035 204,675 30,827

Total 3,469,356 1,435,101 26,476 5,291
    Premiums 109,172
    Deferred Amount on Refunding (54,522)

    Total Debt Service, Net $ 3,524,006 $ 1,435,101 $ 26,476 $ 5,291

Year Ending June 30 
Governmental Activities Business-type Activities
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Note 10 - Bonds Authorized But Unissued 
 
At June 30, 2010, authorized but unissued bond indebtedness existed to be used for various purposes as summarized 
below (amounts expressed in thousands): 

Authorized
But

Purpose Unissued
General Obligation Bonds:
   ACE Fund $ 37,450 $ 10,000
   Business Investment Act 323,100 47,223
   Capital Improvements 825,343 297,014
   City of Jackson Water and Sewer Loan 6,000 6,000
   Deer Island Project 10,000 1,200
   Economic Development Highway 314,500 160,600
   Energy Infrastructure Revolving Loan 20,000 20,000
   Existing Industry Productivity 55,000 23,000
   Farish Street Historic District 6,500 500
   Farm Reform 128,000 20,000
   Industry Incentive Financing 100,000 100,000
   Infinity Space, Science and Education Center 12,500 12,500
   Local Governments and Rural Water Systems Improvements 31,143 1,400
   Local Governments Capital Improvements 128,000 12,500
   Local System Bridge Replacement 155,000 70,000
   Major Economic Impact 1,259,800 310,410
   North Central Mississippi Regional Railroad 15,000 15,000
   Old Capitol Green 20,000 20,000
   Railroad Lines and Bridges Improvements 5,000 1,000
   Railroad Revitalization and Stimulus 3,000 3,000
   Rural Fire Truck Acquisition 15,900 2,000
   Rural Impact 24,875 2,000
   Small Business and Existing Forestry Industry 30,000 30,000
   Small Enterprise Development Finance 140,000 97,260
   Small Municipalities and Limited Population Counties 54,000 1,000
   State Aid Road 20,000 20,000
   State Highway Bridge Rehabilitation 100,000 100,000
   State Port Improvement (Gulfport) 80,000 80,000
   State Tax Commission ITS Modernization 17,000 17,000
   Statewide Tourism 7,325 7,325
   Statewide Wireless Communication System 57,000 2,000
   Technology Alliance 4,000 2,000
   Transportation - Access Roads 18,000 18,000
   Vision 21 Highway Projects 50,000 50,000

$ 4,073,436 $ 1,559,932

Authorized 
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Note 11 - Revenue Bonds and Notes 
 
Revenue bonds and notes are backed by a pledge of resources derived from users of the related facilities and are not 
supported by the full faith and credit of the State. 
 
At June 30, 2010, outstanding revenue bonds and notes are (amounts expressed in thousands): 
 

Final
Outstanding Interest Maturity Original

Purpose Amount Rates Date Amount
Component Units
   Universities:
        Bonds $ 753,065 1% - 6.84% Sept. 2039 $ 887,132 
        Notes 22,521 0% - 6.29% Sept. 2039 25,654 
   Nonmajor Component Units:
        Notes 349 3.137% Jan. 2018 1,292 
               Total Component Units $ 775,935 $ 914,078 

 
 
At June 30, 2010, future revenue bond and note debt service requirements are (amounts expressed in thousands): 
 

Year Ending June 30 Principal Interest
2011 $ 21,451 $ 36,572 
2012 22,226 36,127 
2013 24,070 34,796 
2014 27,213 33,737 
2015 28,280 32,592 
2016 - 2020 148,223 143,816 
2021 - 2025 152,250 109,289 
2026 - 2030 153,051 72,718 
2031 - 2035 158,553 32,815 
2036 - 2040 40,618 4,092 

$ 775,935 $ 536,554 

Component Units

 
 
 
Note 12 - Other Long-term Liabilities 
 
A. Compensated Absences - The State’s liability for compensated absences at June 30, 2010 is $124,386,000 for 

governmental activities and $676,000 for business-type activities.  Internal service compensated absences of $1,275,000 
are included in governmental activities.  The component units’ liability for compensated absences is $97,116,000, of which 
$96,349,000 is for the Universities.  The reported liability includes related fringe benefits and excludes any obligations 
related to leave accumulations in excess of 30 days per employee (see Note 1-N). 

 
B. Pollution Remediation Obligation - As of June 30, 2010, four Superfund sites in the State are in various stages of 

cleanup ranging from initial assessment of contamination to cleanup of chemical spills.  Numerous leaking underground 
storage tank sites exist where motor fuels contaminate soil and groundwater, and present inhalation and explosive 
hazards.  Under federal and state law, the State is legally obligated to remedy the detrimental effects of existing pollution 
through site investigation and assessment, restoration and replacement, cleanup, and monitoring. 
 
At June 30, 2010, the primary government’s pollution remediation obligation is $40,601,000.  This estimate is based on 
professional judgment, experience, historical cost data, and the use of the expected cash flow technique.  Recoveries from 
other responsible parties, which would reduce the State’s remediation liability, are not anticipated.  Remediation obligation 
estimates may change over time.  Estimated costs will vary due to changes in technology, fluctuation in prices, changes in 
potential responsible parties, and changes in regulations. 
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C. Notes Payable - At June 30, 2010, the primary government’s outstanding notes payable as presented in governmental 

activities are (amounts expressed in thousands): 
 

Final
Interest Maturity

Purpose Rates Date
Utility restoration $ 166,410 5% - 5.45% Jul. 2019 $ 189,860
Energy efficiency 13,179 4.15% - 5.73% Apr. 2023 17,255
Buildings* 219,759 3.36% - 5.33% May 2028 223,825
Roads and bridges** 630,633 2% - 6.59% Jul. 2040 675,395

Total 1,029,981 1,106,335
Premiums 18,002
Deferred Amount on Refunding (3,631)

Total Notes Payable, Net $ 1,044,352 $ 1,106,335

Outstanding
Amount

Original
Amount

 
 
* Interest rate swap agreements have been entered into in connection with $166,250,000 of outstanding variable rate notes 
for purchases of buildings where the State pays the counterparties fixed rate payments ranging from 3.36% to 3.49%, and 
receives variable rate payments computed based on USD-LIBOR-BBA multiplied by 67%. 
 
** Interest on $19,158,000 of outstanding notes payable to accelerate construction of roads and bridges is variable rate 
and is reset weekly at the New York prime rate plus 2%, never to exceed 13%. 
 
Refunding and Defeased Notes- During fiscal year 2010, the State issued $38,675,000 of refunding notes to advance 
refund and defease all of two notes reported in governmental activities.  The advance refunding was undertaken to give 
debt service payment relief by providing a cash flow savings of $23,409,000 over the next five years.  The advance 
refunding resulted in an increase in debt service payments of $10,819,000 over the next 12 years and an economic loss 
(the difference between the present value of the debt service payments of the refunded and refunding bonds) of 
$4,821,000. 
  
The net proceeds of the refunding issues were deposited in an irrevocable trust to be used solely for satisfying all future 
scheduled principal and interest payments on the refunded debt.  Accordingly, for financial reporting purposes, the 
defeased notes and the related trust account are not included on the financial statements.  At June 30, 2010, $37,935,000 
of outstanding notes (including prior years’ refundings) are considered defeased. 
 
At June 30, 2010, future debt service requirements for notes payable as presented in governmental activities are (amounts 
expressed in thousands): 
 

 

Year Ending June 30 Principal Interest
2011 $ 36,369 $ 42,160
2012 43,796 48,015
2013 46,071 46,107
2014 48,072 44,066
2015 46,638 41,858
2016 - 2020 272,627 173,355
2021 - 2025 201,833 117,541
2026 - 2030 160,455 73,126
2031 - 2035 109,120 39,969
2036 - 2040 53,010 12,625
2041 11,990 385

Total 1,029,981 639,207
Premiums 18,002
Deferred Amount on Refunding (3,631)

Total Debt Service, Net $ 1,044,352 $ 639,207
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Derivative Instruments 
 
The State entered into interest rate swap agreements in connection with $166,250,000 of outstanding variable rate notes in 
order to hedge changes in cash flows.  At June 30, 2010, the State had the following pay fixed interest rate swap derivative 
instruments reported in governmental activities: 
 

Associated 
Notes 

Notional 
Amount 

Effective 
Date 

Final 
Maturity 

Date Terms 

Counterparty 
Credit 
Rating 

2008A $  96,390,000 Apr. 2008 Aug. 2027 Pay 3.361%; receive 67% of one-month LIBOR A+/Aa3/A+ 
2008B 69,860,000 Apr. 2008 Aug. 2027 Pay 3.490%; receive 67% of one-month LIBOR A+/Aa3/A+ 

 
Fair Value - The fair values for the swap transactions were estimated using the zero-coupon method.  This method 
calculates the future net settlement payments required by the swap, assuming that the current forward rates implied by the 
yield curve correctly anticipate future spot interest rates.  These payments are then discounted using the spot rates implied 
by the current yield curve for hypothetical zero-coupon notes due on the date of each future net settlement on the swaps.  
The fair values were provided by a third party consultant based on information in the Interest Rate Swap Confirmations 
supplied by the swap counterparties.  Based on that information and the swap market conditions prevailing on June 30, 
2010, the third party consultant calculated the estimated market value.  The fair values may vary throughout the terms of 
the swap agreements as a result of fluctuations in the applicable market interest rates.  The fair value balances at June 30, 
2010 and the changes in fair value of derivative instruments, reported in governmental activities are: 
 

Associated 
Notes 

Notional 
Amount 

Changes in Fair Value  Fair Value at June 30, 2010 
Classification Amount Classification Amount 

2008A $  96,390,000 Deferred Outflow $  (4,276,000) Derivative Instrument $  (12,057,000) 
2008B 69,860,000 Deferred Outflow (3,111,000) Derivative Instrument (9,679,000) 

 
In December 2005, the State entered into a forward interest rate swap agreement in connection with $58,000,000 of 
variable rate notes to be issued in September 2009.  The swap agreement was considered effective at June 30, 2009, and 
the fair value of negative $6,874,000 was treated as a deferred outflow of resources.  The variable rate notes were not 
issued and the swap agreement was terminated in August 2009, meaning it no longer met the criteria for an effective cash 
flow hedge.  The fair value at June 30, 2009, and the decrease in fair value of the swap in fiscal year 2010 of $1,941,000 
are reported as an investment loss of $8,815,000 within the governmental activities’ investment revenue classification. 
 
Hedged Debt and Derivative Instrument Payments - The interest and net swap payments shown assume that interest 
rates at year end will remain unchanged for the term of the notes and hedges.  As interest rates vary, interest payments on 
the variable rate notes and the net swap payments will change.  The future minimum debt service on long-term notes 
payable reported for the primary government is presented at the beginning of this note.  At June 30, 2010, future debt 
service requirements on the hedged variable rate notes and net payments on the associated hedging derivative 
instruments are (amounts expressed in thousands): 
 

Net Swap
Year Ending June 30 Principal Interest Payment Total

2011 $ 1,735 $ 407 $ 5,239 $ 7,381
2012 1,800 403 5,182 7,385
2013 2,280 397 5,111 7,788
2014 2,375 392 5,036 7,803
2015 2,450 386 4,958 7,794
2016 - 2020 41,795 1,663 21,400 64,858
2021 - 2025 57,815 1,000 12,878 71,693
2026 - 2028 56,000 191 2,469 58,660

$ 166,250 $ 4,839 $ 62,273 $ 233,362
 

 
Interest Rate Risk - Although the interest rates on the notes are synthetically fixed under the swap agreements, interest 
payments on the variable rate notes and the net payments under the swap agreements will vary as interest rates change. 
 
Credit Risk - The swap agreements and Section 31-18-11, Mississippi Code Ann. (1972), require that the counterparty 
have credit ratings by at least one nationally recognized statistical rating agency that are within the two highest investment 
grade categories, and credit ratings by all other nationally recognized statistical rating agencies that are within the three 
highest grade categories, otherwise the payment obligations of the counterparty shall be unconditionally guaranteed by an 
entity with such credit ratings.  The swap agreements and Section 31-18-11, Mississippi Code Ann. (1972), also require 
that should the credit rating of the counterparty or of the entity unconditionally guaranteeing the counterparty's obligations 
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fall below the required rating, that the obligations of such counterparty shall be fully and continuously collateralized by 
direct obligations of, or obligations the principal and interest on which are guaranteed by the United States of America, with 
a net market value of at least 102% of the net market value of the swap agreements and shall be deposited as directed by 
the State.  Additionally, the swap agreements and Section 31-18-11, Mississippi Code Ann. (1972), require that the 
counterparty, or the entity guaranteeing the counterparty’s obligations, have a net worth of at least $100,000,000. 

The State’s swap agreements are both with the same counterparty, which had a credit rating from at least one nationally 
recognized statistical rating agency that was within the two highest investment grade categories.  The State is not exposed 
to credit risk at June 30, 2010, as both swap agreements are in a liability position. 

Basis Risk - The swap agreements expose the State to basis risk because the applicable interest rates under the swap 
agreements are based on LIBOR, which may differ from the interest rates set by the remarketing agents for the State’s 
variable rate notes.  As of June 30, 2010, the weighted average variable interest rates paid on the notes and received 
under the swap agreements were .247% and .233%, respectively. 

 
Termination Risk - The swap agreements are documented by using the International Swap Dealers Association Master 
Agreement which includes standard termination events, such as failure to pay and bankruptcy.  The schedule to the Master 
Agreement includes additional termination events, providing that the swap agreements may be terminated if either the 
State's or the counterparty's credit rating falls below certain levels.  The State or the counterparty may terminate the swap 
agreements if the other party fails to perform under the terms of the contract.  If one or more of the swap agreements is 
terminated, the State would no longer have a synthetic fixed rate with respect to the previously hedged notes and would be 
exposed to these notes’ variable interest rates.  Also, if at the time of termination the swap agreements have a negative fair 
value, the State would incur a loss and would be required to pay the swap agreements’ fair value to the counterparty.  If 
the swap agreements have a positive fair value at the time of termination, the State would realize a gain and would receive 
the swap agreements’ fair value from the counterparty. 
 
Market-Access Risk and Rollover Risk - The swap agreements are for the same maturity terms as the hedged variable 
rate notes.  Therefore, the State is not exposed to market access risk or rollover risk that would be present if the swap 
agreements’ maturity terms ended prior to the maturities of the hedged notes. 
 
Foreign Currency Risk - The swap agreements and the hedged notes do not have terms denominated in a foreign 
currency.  Therefore, the State is not exposed to foreign currency risk on the swap agreements  

 
D. Capital Lease Commitments - The State leases property with varying terms and options.  Most leases contain a fiscal 

funding addendum stating that the lease shall terminate on the last day of the fiscal year if appropriated funds for the 
ensuing fiscal year are insufficient.  However, if renewal is reasonably assured, leases requiring appropriation by the State 
Legislature are considered non-cancellable leases for financial reporting purposes. 

 
 At June 30, 2010, assets recorded under capital leases are as follows (amounts expressed in thousands): 
 

Governmental 
Activities

Business-type 
Activities

Land $ $ 700
Machinery and Equipment 30,232 1,214
Accumulated Depreciation (11,904) (199)

Total $ 18,328 $ 1,715
 

 
 The discretely presented component units recorded capital assets acquired through capital leases of $25,278,000. 

 
At June 30, 2010, future minimum commitments under capital leases are (amounts expressed in thousands): 
 

               Year Ending June 30
2011 $ 6,762  $ 270  $ 7,032  $ 8,770
2012 4,787 269 5,056 5,448
2013 1,460 269 1,729 1,702
2014 970 135 1,105 411
2015 291 291 732
2016 - 2020 0 707
Total Minimum Lease Payments 14,270 943 15,213 17,770

Less Interest 1,058 102 1,160 1,383
Present Value of Minimum Lease Payments $ 13,212 $ 841 $ 14,053 $ 16,387

Component
Units

Total Primary 
Government

Governmental
Activities

Business-type
Activities
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Note 13 - Changes in Long-term Liabilities 
 
Changes in the primary government’s long-term liabilities for the year ended June 30, 2010 are summarized below (amounts 
expressed in thousands): 

Beginning
Balance Ending

as restated Balance
Governmental Activities:
General Obligation Bonds and Notes (Note 9) $ 3,405,434  $ 723,417  $ 659,495  $ 3,469,356  $ 363,607

Premiums/Discounts (Note 9) 110,951 8,912 10,691 109,172 11,230
Deferred Amount on Refunding (Note 9) (59,778) 5,996 740 (54,522) (5,633)

Notes Payable (Note 12) 834,083 272,520 76,622 1,029,981 36,369
Premiums (Note 12) 19,073 1,650 2,721 18,002 1,621
Deferred Amount on Refunding (Note 12) (1,145) 330 2,816 (3,631) (648)

Total Bonds and Notes 4,308,618 1,012,825 753,085 4,568,358 406,546
Derivative Instruments (Notes 9 and 12) 45,760 19,186 6,874 58,072
Capital Lease Obligations (Note 12) 17,231 2,987 7,006 13,212 6,168
Accrued Compensated Absences (Note 12) 125,028 61,800 62,442 124,386 6,632
Pollution Remediation Obligation (Note 12) 44,747 11,018 15,164 40,601 6,546
Certificates of Participation (Note 12) 2,045 2,045 0

$ 4,543,429  $ 1,107,816  $ 846,616  $ 4,804,629  $ 425,892
Business-type Activities:
General Obligation Bonds (Note 9) $ 29,231  $  $ 2,755  $ 26,476  $ 3,050
Accrued Compensated Absences (Note 12) 624 230 178 676 28
Capital Lease Obligations (Note 12) 1,636 795 841 223

$ 31,491  $ 230  $ 3,728  $ 27,993  $ 3,301

One Year
Due Within

Additions Reductions

 
Internal service funds predominantly serve the governmental funds.  Therefore, long-term liabilities for internal service funds 
are included in the governmental activities totals.  The beginning balance of governmental activities capital lease obligations 
includes $43,000 of internal service funds.  The beginning and ending balances of governmental activities accrued 
compensated absences include $1,258,000 and $1,275,000, respectively, of internal service funds.  Also, for the governmental 
activities, accrued compensated absences are generally paid out of the general fund and special revenue funds. 
 
Within the governmental activities, the reduction of $659,495,000 in general obligation bonds and notes includes $385,365,000 
in refundings and defeasements.  The reduction of $76,622,000 in notes payable includes $37,935,000 in refundings. 
 
The current portion of accrued compensated absences is reported in accounts payable and other liabilities and the long-term 
portion is included in noncurrent other liabilities.   
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Note 14 - Short-term Financing 
 
A. Notes - During fiscal year 2010, the State issued $10,000,000 in notes to provide short-term financing for highway 

projects.  These notes have a final maturity date of December 2010 and carry an interest rate of .65%.  At June 30, 2010, 
the entire balance was outstanding.  Changes in short-term note activity recorded in governmental activities during fiscal 
year 2010 are as follows (amounts expressed in thousands): 

 
Beginning Ending
Balance Additions Reductions Balance

Notes  $ 0 $ 10,000 $ 0 $ 10,000
 

 
B. Credit Agreements - The Division of Medicaid, which is reported within the General Fund, is authorized to obtain a line of 

credit up to $150,000,000 from any special source funds in the state treasury or commercial lenders to cover temporary 
cash flow shortfalls in providing health care services.  This line of credit is secured by the first available funds received by 
the Division of Medicaid and is to be repaid by the end of the quarter following the loan origination.  Changes in the line of 
credit activity during fiscal year 2010 are as follows (amounts expressed in thousands): 
 

Beginning Ending
Balance Additions Reductions Balance

Medicaid Line of Credit $ 15,000 $ 183,000 $ 198,000 $ 0
 

 
 
Note 15 - Retirement Plans 
 
Plan Description 
 
A. General 
 
 In accordance with state statutes, Public Employees’ Retirement System (PERS) Board of Trustees (System) administers 

four defined benefit plans. The defined benefit plans are the PERS, a cost-sharing multiple-employer public employee 
retirement system established in 1952, Mississippi Highway Safety Patrol Retirement System (MHSPRS), a single-
employer public employee retirement system established in 1958, the Municipal Retirement Systems (MRS), which are 
agent multiple-employer defined benefit public employee retirement systems composed of 19 separate municipal 
retirement and fire and police disability and relief systems, and Supplemental Legislative Retirement Plan (SLRP), a 
single-employer public employee retirement system established in fiscal year 1990.   

 
 PERS, MHSPRS, MRS and SLRP are considered part of the State of Mississippi's financial reporting entity and are 

included in the accompanying financial statements as pension trust funds.  The purpose of these plans is to provide 
pension benefits for all state employees, sworn officers of the state highway patrol, other public employees whose 
employers have elected to participate, and elected members of the State Legislature and the president of the Senate.  
The System issues a Comprehensive Annual Financial Report, which includes PERS, MHSPRS, MRS and SLRP, that is 
available from Public Employees’ Retirement System of Mississippi. 

 
B.    Membership and Benefit Provisions 
 
 Public Employees' Retirement System:  Membership in PERS is a condition of employment; eligibility is granted upon 

hiring for all qualifying employees and officials of the state, state universities, community and junior colleges, and 
teachers and employees of the public school districts.  For those persons employed by the political subdivisions and 
instrumentalities of the state, membership is contingent upon approval of the entity's participation in the plan by the 
System's Board of Trustees.  If approved, membership is a condition of employment and eligibility is granted upon hiring.  
Members who terminate employment from all covered employers and are not eligible to receive monthly retirement 
benefits may request a refund of their accumulated employee contributions plus interest. 

  
Participating employees who are vested and retire at or after age 60 or those who retire regardless of age with at least 25 
years of credited service (30 years of creditable service for employees who become members of PERS on or after July 1, 
2011) are entitled, upon application, to an annual retirement allowance payable monthly for life in an amount equal to 2 
percent of their average compensation for each year of credited service through 25 years, plus 2 1/2 percent for each 
year of credited service over 25 years.  Average compensation is the average of the employee's earnings during the four 
highest compensated years of credited service.  A member may elect an option for a reduced retirement allowance 
payable for life with the provision that, after death, a beneficiary receives benefits for life or for a specified number of 
years.  For members who entered the System prior to July 1, 2007, benefits vest upon completion of four years of 
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membership service.  For members who entered the System on or after July 1, 2007, benefits vest upon completion of 
eight years of membership service.  PERS also provides certain death and disability benefits.  Benefit provisions are 
established by Section 25-11-1 et seq., Mississippi Code Annotated (1972), and may be amended only by the State 
Legislature.  

 
 A cost-of-living payment is made to eligible retirees and beneficiaries.  The cost of living adjustment is equal to 3 percent 

of the annual retirement allowance for each full fiscal year of retirement up to the year in which the retired member 
reaches age 55, plus 3 percent compounded for each fiscal year thereafter.  For the year ended June 30, 2010, the total 
additional annual payments were $338,628,000 

 
 Mississippi Highway Safety Patrol Retirement System:  Membership in MHSPRS is a condition of employment; 

eligibility is granted upon hiring for all officers of the Mississippi Highway Safety Patrol who have completed a course of 
instruction in an authorized highway patrol training school on general law enforcement and who serve as sworn officers 
of the highway patrol in the enforcement of the laws of the State of Mississippi.  Members who terminate employment 
from all covered employers and are not eligible to receive monthly retirement benefits may request a refund of their 
accumulated employee contributions plus interest. 

 
 Participating employees who withdraw from service at or after age 55 with at least five years of membership service, or 

after reaching age 45 with at least 20 years of credited service, or with 25 years of service at any age are entitled, upon 
application, to an annual retirement allowance payable monthly for life in an amount equal to 2 1/2 percent of their 
average compensation during the four highest consecutive years of earnings reduced 3 percent for each year below age 
55 or 3 percent for each year under 25 years of service, whichever is less.  MHSPRS also provides certain death and 
disability benefits.  Benefit provisions for MHSPRS are established by Section 25-13-1 et seq., Mississippi Code 
Annotated (1972), and may be amended only by the State Legislature. 

 
 A cost-of-living payment is made to eligible retirees and beneficiaries.  The cost of living adjustment is equal to 3 percent 

of the annual retirement allowance for each full fiscal year of retirement up to the year in which the retired member 
reaches age 60, plus 3 percent compounded for each fiscal year thereafter.  For the year ended June 30, 2010, the total 
additional annual payments were $6,294,000. 

  
 Municipal Retirement Systems:  Membership in the two General Municipal Retirement Systems and the 17 Fire and 

Police Disability and Relief Systems was granted to all municipal employees, firefighters, and police officers who were 
not already members of PERS and who were hired prior to July 1, 1976.  Two fire and police plans elected to extend the 
eligibility period for membership to July 1, 1987.  Employees hired after these periods automatically become members of 
PERS. MRS were fully closed to new members July 1, 1987.  Members who terminate employment from all covered 
employers and are not eligible to receive monthly retirement benefits may request a refund of employee contributions. 

  
 Participating employees who retire regardless of age with at least 20 years of membership service are entitled to an 

annual retirement allowance payable monthly for life, in an amount equal to 50 percent of their average monthly 
compensation and an additional 1.7 percent for each year of credited service over 20 years not to exceed 66.67 percent 
of average monthly compensation, except as may otherwise be provided through local and private legislation.  Average 
monthly compensation for the two Municipal Retirement Systems and for the 17 Fire and Police Disability and Relief 
Systems is the monthly average for the last six months of service.  Certain participating employers provide a minimum 
monthly retirement allowance.  Benefits vest upon reaching 20 years of credited service. MRS also provide certain death 
and disability benefits.  Benefit provisions are established by Sections 21-29, Articles 1, 3, 5 and 7, Mississippi Code 
Annotated (1972) and annual local and private legislation.  Statutes may be amended only by the State Legislature. 

 
 The retirees and beneficiaries of Municipal plans with provisions for additional payments, who are receiving a retirement 

allowance on July 1 of each fiscal year, may be entitled to an additional payment.  This payment is equal to the annual 
percentage change of the Consumer Price Index not to exceed 2.5 percent of the annual retirement allowance for each 
full fiscal year of retirement.  Certain Municipal plans may adopt an annual adjustment other than one linked to the 
change in the Consumer Price Index.  These additional payments will only be made when funded by the employers.  For 
the year ended June 30, 2010, the total additional annual payments were $5,048,000. 

 
 Supplemental Legislative Retirement Plan:  Membership in SLRP is composed of all elected members of the State 

Legislature and the president of the Senate.  This plan is designed to supplement the provisions of PERS.  Those serving 
when the SLRP became effective on July 1, 1989, had 30 days to waive membership.  Those elected after July 1, 1989, 
automatically become members.  

 
 The retirement allowance is 50 percent of an amount equal to the retirement allowance payable by PERS determined by 

credited service as an elected senator or representative in the State Legislature or as president of the Senate.  Benefits 
vest upon completion of the requisite number of membership service years in PERS.  SLRP also provides certain death 
and disability benefits.  Members who terminate employment from all covered employers and are not eligible to receive 
monthly retirement benefits may request a refund of their accumulated employee contributions plus interest.  Benefit 
provisions for SLRP are established by Section 25-11-301 et seq., Mississippi Code Annotated (1972), and may be 
amended only by the State Legislature.  
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 Retirees and beneficiaries of SLRP may receive additional amounts calculated identically to PERS retirees and 
beneficiaries.  For the year ended June 30, 2010, the total additional annual payments were $161,000. 

  
C. Actuarial Asset Valuation  
 
 By statute, actuarial valuations of PERS, MHSPRS and SLRP must be performed at least once in each two-year period 

as of June 30, with the most recent being June 30, 2010.  An actuarial valuation of MRS is required to be performed at 
least once in each four-year period as of September 30, with the most recent being September 30, 2009.  All plans 
presently have actuarial valuations performed annually.  Each valuation may be affected by changes in actuarial 
assumptions and changes in benefit provisions since the preceding valuation. 

 
D. Funding Policy and Annual Pension Costs 
 

Contribution provisions for PERS, MHSPRS and SLRP are established by state statute.  The adequacy of these rates is 
assessed annually by actuarial valuation.  Contribution provisions for MRS are established by state statute, annual local 
and private legislation and may be amended only by the State Legislature. 
 
The following table provides information concerning funding and actuarial policies (amounts expressed in thousands): 

 
 PERS MHSPRS MRS SLRP 
Contribution rates:     
  State 12.00% 30.30% N/A 6.65% 
  Other employers N/A N/A .51 - 9.01 mills N/A 
  Plan members 7.25% 7.25% 7.00% - 10.00% 3.00% * 
Annual pension cost $ 731,544 $ 12,598 $ 14,765 $ 446 
Employer contributions made $ 731,544     $ 12,598 ** $ 16,891 $ 446 
Actuarial valuation date June 30, 2010 June 30, 2010 Sept. 30, 2009 June 30, 2010 
Actuarial cost method Entry age Entry age Entry age Entry age 
Amortization method Level 

percent open 
Level 

percent open 
Level 

dollar closed 
Level 

percent open 
Remaining amortization period 30.0 years 30.0 years 25.0 years 29.7 years 
Asset valuation method 5-year 

smoothed market 
5-year 

smoothed market  
5-year 

smoothed market 
5-year 

smoothed market  
Actuarial assumptions:     
  Investment rate of return 8.00% 8.00% 8.00% 8.00% 
  Wage inflation rate 4.25% 4.25% 4.25% 4.25% 
  Projected salary increases 4.50% - 15.00% 5.00% - 10.52% 4.50% - 6.00% 4.50% 
  Increases in benefits after retirement 3.00% ~ 3.00% @ 2.00% - 3.75% # 3.00% ~ 
  Proposed annual employer contribution         
      rates for fiscal year 2012 12.93% *** 35.21% - 7.40% 

  
* In addition to 7.25% required by PERS. 

@ Calculated 3% simple interest to age 60, compounded each fiscal year thereafter. 
~ Calculated 3% simple interest to age 55, compounded each fiscal year thereafter. 
# Varies depending on municipality. 
** Includes fees authorized by the State Legislature which are reported as other additions in the pension trust funds. 
*** In the June 30, 2009 valuation report, the PERS’ consulting actuary recommended an employer contribution rate of 

13.56% of covered wages in order to comply with GASB Statements No. 25 and No. 27.  The PERS Board of 
Trustees adopted the contribution rate in order to provide a sufficient funding level with an unfunded accrued liability 
period no more than 30 years.  However, due to an increase in employee contribution rate, from 7.25% to 9.00% 
passed by the Mississippi legislature effective July 1, 2010, the PERS Board of Trustees delayed implementing the 
employer contribution rate increase until receiving the results of the June 30, 2010 valuation report.  In the         
June 30, 2010 valuation report, the consulting actuary recommended a 12.93% employer contribution rate beginning         
July 1, 2011. 
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E.       Three-Year Trend Information 
 

The following table provides the employer contribution to PERS, MHSPRS, MRS, and SLRP for the last three fiscal 
years (amounts expressed in thousands): 

  PERS  MHSPRS*  MRS**  SLRP 
Contributions:         
2008 $ 683,189 $ 12,409 $ 14,979 $ 449 
2009  713,569  12,274  16,132  458 
2010  731,544  12,598  16,891  446 

 
 * Includes fees authorized by the State Legislature which are reported as other additions in the pension trust funds. 

 ** Information furnished for MRS is for the years ended September 30, 2007, 2008, and 2009 respectively. 
  
 

The annual pension cost is equal to the employer contributions made to the Plans, except for MRS.  For each year the 
contributions met or exceeded the required contributions, except for MRS where the percent contributed was 97.1%, 
106.0%, and 114.4% of the required contributions for the years ended September 30, 2007, 2008, and 2009, 
respectively.  The State makes no contributions to the MRS; therefore, any NPO would belong to the respective 
municipal entity.  For the years ended September 30, 2007, 2008, and 2009, the MRS net pension obligation or net 
pension asset was not significant. 

 
F.       Funded Status and Funding Progress 
 

The following table provides funding information for the most recent actuarial valuation dates (amounts expressed in 
thousands): 
 PERS MHSPRS MRS SLRP 

Actuarial Valuation Date June 30, 2010 June 30, 2010 Sept. 30, 2009 June 30, 2010 
Actuarial Value of Assets  $ 20,143,426 $ 281,088 $ 191,179 $ 13,241 
Actuarial Accrued Liability (AAL) Entry Age  $ 31,399,988 $ 411,277 $ 381,036 $ 17,081 
Unfunded AAL  $ 11,256,562 $ 130,189 $ 189,857 $   3,840 
Percent Funded  64.2% 68.3% 50.2% 77.5% 
Annual Covered Payroll  $   5,763,556 $   26,353 $     1,608 $   6,605 
Unfunded AAL as a Percentage of Annual     
     Covered Payroll  195.3% 494.0% 11,807.0% 58.1% 
 
The schedule of funding progress, presented as RSI following the notes to the financial statements, presents 
multiyear trend information about whether the actuarial value of plan assets is increasing or decreasing over time 
relative to the actuarial accrued liability for benefits. 
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Note 16 - Other Postemployment Benefits 
 
Plan Description 
 
The State and School Employees’ Health Insurance Management Board (the Board) administers the State's self-insured 
medical plan and life insurance program established by Section 25-15-3 et seq., Mississippi Code Ann. (1972), which may be 
amended only by the State Legislature.  State law mandates that all state, public education, library, junior and community 
college and retiring employees be offered health and life benefit coverage through the State and School Employees’ Life and 
Health Insurance Plan (the Plan).  Since retirees may obtain health insurance by participating in a group with active employees 
and consequently receive a health insurance premium rate differential, the State has a postemployment healthcare benefit 
reportable under GASB Statement 45 as a single employer defined benefit healthcare plan.  Effective July 1, 2007, the State 
implemented GASB Statement 45 prospectively, which requires reporting on an accrual basis the liability associated with other 
postemployment benefits.  The State does not issue a publicly available financial report for the Plan. 
 
Funding Policy 
 
Employees' premiums are funded by the state and local school districts with additional funding provided by retired employees 
and by active employees for spouse and dependent medical coverage.  The Plan is financed on a pay-as-you-go basis.  The 
Board has the sole authority for setting health insurance premiums for the State and School Employees’ Life and Health 
Insurance Plan. 
 
Per Section 25-15-15 (10), Mississippi Code Ann. (1972), any retired employee electing to purchase retiree life and health 
insurance will have the full cost of such insurance premium deducted monthly from his State retirement plan check or direct 
billed for the cost of the premium if the retirement check is insufficient to pay for the premium.  If the board determines 
actuarially that the premium paid by the participating retirees adversely affects the overall cost of the Plan to the state, then the 
board may impose a premium surcharge, not to exceed fifteen percent, upon such participating retired employees who are 
under the age for Medicare eligibility and who were initially employed before January 1, 2006.  For participating retired 
employees who are under the age for Medicare eligibility and who were initially employed on or after January 1, 2006, the 
Board may impose a premium surcharge in an amount the Board determines actuarially to cover the full cost of insurance.  For 
the year ended June 30, 2010, retiree premiums range from $186 to $1,472 depending on plan election, dependent coverage, 
Medicare eligibility, and date of hire. 
 
Actuarial Valuation  
 
The State and School Employees’ Life and Health Insurance Plan’s Report of the Actuary on the Other Postemployment 
Benefits Valuation was prepared as of June 30, 2010.  The Plan presently has an actuarial valuation performed annually in 
order to be in compliance with GASB Statement 45. 
 
Annual OPEB Cost and Net OPEB Obligation 
 
The State’s annual OPEB cost is calculated based on the annual required contribution of the employer (ARC), an amount 
actuarially determined in accordance with the parameters of GASB Statement 45.  The ARC was determined assuming the 
Plan would fund the OPEB liability on a pay-as-you-go basis.  The ARC represents a level of funding that, if paid on an ongoing 
basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities (or funding excess) over a 
period not to exceed thirty years.  The current ARC of $55,991,000 is 1.25 percent of annual covered payroll. 
 
The following table presents the OPEB cost for the year, the amount contributed and changes in the OPEB Plan for fiscal year 
2010 (amounts expressed in thousands): 
 

Annual required contribution $ 55,991 
Interest on prior year net OPEB obligation  1,225 
Adjustment to annual required contribution  (939) 
  Annual OPEB cost  56,277 
Contributions made  (35,154) 
  Increase in net OPEB obligation  21,123 
Net OPEB obligation – Beginning of year, as restated  27,212 
Net OPEB obligation – End of year $ 48,335 
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The following table provides the State’s annual OPEB cost, the percentage of annual OPEB cost contributed to the Plan, and 
the net OPEB obligation for the last three fiscal years as restated (amounts expressed in thousands): 
 

 
Annual OPEB 

Cost  
Percentage of Annual 

OPEB Cost Contributed  Net OPEB Obligation 
2008 $  43,627     55.6%  $  19,382 
2009     43,205  81.9      27,212 
2010     56,277  62.5      48,335 

 
Funded Status and Funding Progress 
 
The following table provides funding information for the most recent actuarial valuation date (amounts expressed in thousands): 
 

Actuarial Valuation Date June 30, 2010 
Actuarial Value of Assets  $ 0 
Actuarial Accrued Liability (AAL) Entry Age Normal $ 727,711 
Unfunded AAL (UAAL) $ 727,711 
Funded Ratio 0.0% 
Annual Covered Payroll  $ 4,470,558 
UAAL as a Percentage of Annual Covered Payroll 16.3% 
 

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about the 
probability of occurrence of events far into the future.  Examples include assumptions about future employment, mortality, and 
the healthcare cost trend.  Amounts determined regarding the funded status of the Plan and the annual required contributions 
of the employer are subject to continual revision as actual results are compared with past expectations and new estimates are 
made about the future.  The schedule of funding progress, presented as RSI following the notes to the financial statements, is 
designed to present multiyear trend information about whether the actuarial value of plan assets is increasing or decreasing 
over time relative to the actuarial accrued liability for benefits. 
 
Actuarial Methods and Assumptions 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as understood by the 
employer and plan members) and include the types of benefits provided at the time of each valuation and the historical pattern 
of sharing of benefit costs between the employer and plan members to that point.  The actuarial methods and assumptions 
used include techniques that are designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the 
actuarial value of assets, consistent with the long-term perspective of the calculations.  Additional information as of the latest 
actuarial valuation follows: 
 

Actuarial valuation date June 30, 2010 
Actuarial cost method Entry age normal 
Amortization method Level percent of pay, open 
Remaining amortization period 30 years 
Asset valuation method Market value of assets 
Actuarial assumptions:  
  Investment rate of return* 4.5% 
  Projected salary increases** 4.5% - 15.0% 
  Healthcare cost trend rate* 10.5% 
  Ultimate trend rate 5.0% 
      Year of ultimate trend rate 2017 
    * Includes price inflation at 3.5% 
  ** Includes wage inflation at 4.25% 
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Note 17 - Commitments 
 
A. Operating Leases 
 
 The State has entered into numerous agreements to lease land and buildings which are classified as operating leases.  

These agreements generally contain the provision that, at the expiration date of the lease, the State may renew the 
operating lease on a month-to-month basis.  It is expected that in the normal course of business most of these leases will 
be renewed or replaced by similar leases.  Although the lease terms vary, most leases are subject to annual 
appropriation by the State Legislature to continue the lease obligation.  If an appropriation is reasonably assured, leases 
are considered non-cancellable for financial reporting purposes.  Any escalation clauses, sublease rentals, and 
contingent rents are considered immaterial to the future minimum lease payments and current rental expenditures.  
Operating lease payments are recorded as expenditures or expenses when paid or incurred.  Future minimum 
commitments due under non-cancellable operating leases for land and buildings as of June 30, 2010 are as follows 
(amounts expressed in thousands): 

 
Year Ending June 30 Amount

2011 $ 19,822
2012 14,950
2013 11,170
2014 8,967
2015 6,856
2016 - 2020 15,045
2021 - 2025 842
2026 - 2030 583
2031 - 2035 403
2036 - 2040 297
Thereafter 188
Total Minimum Commitments $ 79,123

 
 

 Expenditures for rental of land and buildings under operating leases for the year ended June 30, 2010 amounted to 
$20,204,000. 

 
B. Contracts 
 
 At June 30, 2010, the Department of Transportation had contracts outstanding of approximately $862,284,000 with 

performance continuing during fiscal year 2011.  Of this amount $47,897,000 is related to local public agencies, such as 
planning and development districts, counties and municipalities.  These contracts were primarily for construction, repair 
and maintenance and will be paid through the General Fund.  Approximately 70 percent of future expenditures related to 
these commitments are expected to be reimbursed from proceeds of federal grants when the actual costs are incurred.  
The remaining portion will be funded by specific gasoline taxes. 

 
 The State Aid Road Division had contracts of $51,365,000 outstanding at June 30, 2010 for construction, repair and 

maintenance of state and county roads.  These contracts will be paid through the General Fund.  Approximately 33 
percent of future expenditures related to these commitments are expected to be reimbursed from proceeds of federal 
grants when the actual costs are incurred.  The remaining portion will be funded by specific tax levies. 

 
 The Office of Building, Grounds and Real Property Management had outstanding construction, repair and maintenance 

contracts of $106,453,000 at June 30, 2010.  These contracts will be paid from capital projects funds.  
 
 The Military Department had contracts outstanding of approximately $13,422,000 at June 30, 2010.  Approximately 99 

percent of future expenditures related to these commitments are expected to be reimbursed from proceeds of federal 
grants when the actual costs are incurred.  The remaining portion will be paid through the General Fund. 

 
 The Port Authority at Gulfport (a major enterprise fund) had contracts outstanding of approximately $11,983,000 at June 

30, 2010.  These contracts were primarily for construction costs related to terminal expansion, yard expansion, and 
rehabilitating berth facilities.  These contracts will be paid from Port Authority at Gulfport’s revenues and bonds. 

 
The Department of Information Technology Services had contracts outstanding of approximately $98,784,000 at June 30, 
2010.  These contracts were primarily for the construction of the Mississippi Wireless Information Network (MSWIN) 
state-wide digital trunked land mobile radio system.  Approximately 90 percent of future expenditures related to these 
commitments are expected to be reimbursed from proceeds of federal grants when the actual costs are incurred.  The 
remaining portion will be funded by capital projects funds. 
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Note 18 - Risk Management 
 
The State has elected to finance most exposures to risk through the retention of risk.  The exposures to risk retained by the 
State are health and life benefits, tort liability, unemployment benefits and workers' compensation benefits.  The State utilizes 
the internal service Risk Management Fund to account for these activities with the noted exception in workers' compensation 
benefits.  Estimates of liabilities for incurred but unpaid claims include both reported and unreported insured events.  
Nonincremental claims adjustment expenses have not been included as part of the liability for claims and judgments due to 
immateriality.  Changes in claim liabilities recorded in governmental activities for fiscal years 2009 and 2010 are as follows 
(amounts expressed in thousands): 
 

Claims and
Beginning Changes Claims Ending
Balance  in Estimates  Payments  Balance

2009 $ 143,883 $ 720,720 $ 709,644 $ 154,959

2010 $ 154,959 $ 750,951 $ 732,599 $ 173,311
 

 
Health and Life Benefits:  The State has elected to manage the health benefit through the retention of all exposure.  The life 
benefit is purchased from a commercial insurance company for death benefit distribution under tax law but management of the 
risk is accomplished by self insuring within an insured shell.  State law mandates that all state, public education, library, junior 
and community college and retiring employees be offered health and life benefit coverage through this plan.  
 
Estimates of the liability for unpaid claims are actuarially determined using the development method.  This method uses past 
observed patterns of time between claim incurral and payment to estimate incurred claims from available claims data.  
Liabilities are based on the estimated ultimate cost of settling the claims, including inflation and other factors, and provisions for 
estimated claims adjustment expenses.   
 
Tort Liability:  The State manages tort claims through the retention of all liability exposure.  The State Legislature created the 
Tort Claims Board to administer these claims beginning in fiscal year 1994.  Statutory regulations provide some protection, as 
well as a limitation of liability, for claims filed against state agencies and state employees.  There is some limited purchase of 
commercial insurance by state agencies for excess auto liability and other lines of coverage to fulfill some contractual 
requirements on out of state operations. There is purchase of insurance for protection of some fleet vehicles, some specified 
watercraft and specific fixed wing aircraft.  In the last three years, settled claims have not exceeded commercial coverage. 
 
Claims payments are financed through an annual assessment to all state agencies based on amount of payroll and past loss 
history.  Estimates of the liability for unpaid claims are actuarially determined based on observed patterns of claims payments, 
as well as the experience of similar programs in other states.   
 
Unemployment Benefits:  Unemployment benefits are established in statute and administered by the Mississippi Department 
of Employment Security.  The State elects to manage the financial risk for state agencies through retention of all liability 
exposure.  Benefits are financed through collection of premiums from agencies, which provides a stable cash flow for payment 
of claims. 
 
Estimates of the liability for unpaid claims are actuarially determined based on observed patterns of claims payments, adjusted 
for changes in covered payrolls.   
 
Workers' Compensation Benefits:  Workers' compensation benefits are established in statute and the rules and regulations 
are established by the Mississippi Workers' Compensation Commission and the Mississippi State Agencies Self-Insured 
Workers’ Compensation Trust Board of Trustees.  Four major state agencies have been granted exemption from participation in 
the Risk Management Fund.   
 
The exposure of risk in the Risk Management Fund is financed mostly through retention of all exposure, with limited purchase 
of commercial excess insurance.  The benefits are financed through collection of premiums, based on an actuarial estimate, 
from agencies which provides a stable cash flow for claims payments.  In the last three years, settled claims have not exceeded 
commercial coverage.  Estimates of the liability for unpaid claims are actuarially determined based on observed patterns of 
claims payments and case reserves development.  Liabilities are based on the ultimate costs of settling claims, including 
inflation and other factors, and include provisions for estimated claims adjustment expenses.   
 
Exempted state agencies cover all claim settlements and judgments with the resources of the General Fund.  Claim 
expenditures and estimates of the related liability are reported when it is probable that a loss has occurred and the amount of 
that loss can be reasonably estimated. 
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Note 19 - Contingencies 
 
A. Federal Grants - The State has received federal grants for specific purposes that are subject to audit by the grantor 

agencies.  Entitlements to these resources are generally conditional upon compliance with the terms and conditions of 
grant agreements and applicable federal regulations, including the expenditure of resources for allowable purposes.  
Any disallowance resulting from an audit may become a liability of the State.  The State estimates that the ultimate 
disallowance pertaining to these grants, if any, will be immaterial to its overall financial condition. 

 
B. Litigation - The State is party to various legal proceedings that arise in the normal course of governmental operations.  

The State’s legal counsel believes that they will be successful in defending the State and its agencies in a majority of 
these cases.  In the event that they are not successful in defending such cases, they do not believe that the total liability 
will exceed $5,691,000.  In the opinion of the State, the ultimate disposition of these matters will not have a material 
adverse effect on the financial position of the State. 

 
C. Loan Guarantees - The Mississippi Development Authority (MDA), a state agency, is authorized to provide loan 

guarantees on behalf of rural businesses for the purpose of promoting business and economic development in rural 
areas of the state.  At June 30, 2010, outstanding MDA loan guarantees totaled $350,000. 

 
The State of Mississippi has co-signed promissory notes issued by the Federal Emergency Management Agency under 
the Federal Community Disaster Loan Program on behalf of local governments.  The program provides operational 
funding to help local governments, or other political subdivisions of the State, that have incurred a significant loss in 
revenue, due to a presidentially declared disaster, that has adversely affected their ability to provide essential 
governmental services.  At June 30, 2010, outstanding Community Disaster loan guarantees totaled $183,826,000. 

 
D. Conduit Debt - The Mississippi Development Bank (a nonmajor component unit) issues special obligation bonds in 

order to provide funds for making loans to governmental units.  Although the special obligation bonds bear the name of 
the Bank, the Bank is not responsible for the payment of the bonds but rather the bonds are secured only by the 
payments agreed to be paid by the governmental units under the terms of the loan agreements.  The outstanding 
balance of special obligation bonds issued by the Bank was approximately $2,455,245,000 at June 30, 2010.  The faith, 
credit and taxing power of the State and the Bank are not pledged to the payment of such bonds. 

 
Note 20 - Endowments 
 
The State of Mississippi Board of Trustees of the Institutions of Higher Learning (IHL) has established an investment policy 
regarding endowment funds in accordance with Section 79-11-601 through 79-11-617, Miss. Code Ann. (1972), otherwise 
known as the Uniform Management of Institutional Funds Act (UMIFA).  The UMIFA allows the board to appropriate for 
expenditure for the uses and purposes for which an endowment fund is established, the portion of the net appreciation, realized 
and unrealized, in the fair value of the assets over the historic dollar value of the fund(s) as is prudent under the facts and 
circumstances prevailing at the time of the action or decision.  In so doing, the law states in part, "they shall consider long and 
short-term needs of the institution in carrying out its educational, religious, charitable or other eleemosynary purposes, its 
present and anticipated financial requirements, expected total return on investments, price level trends and general economic 
conditions."   
 
In addition to an investment otherwise authorized by law or by applicable gift instrument, and without restriction to investments 
a fiduciary may make, the IHL Board, subject to any specific limitations as set forth in the applicable gift instrument or in the 
applicable law other than law relating to investments by a fiduciary, may invest the funds in any other pooled or common fund 
available for investment, including shares or interests in regulated investment companies, mutual funds, common trust funds, 
investment partnerships, real estate investment trusts or similar organizations in which funds are commingled and investment 
determinations are made by persons other than the IHL Board. 
 
The net appreciation of investments of donor-restricted endowments available for expenditure approximated $27,061,000 at 
June 30, 2010, and is reported as restricted, expendable net assets in the Universities, a major component unit. 
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Note 21 - Subsequent Events 
 
The Working Cash Stabilization Reserve Account and budgetary special funds may be used to meet cash flow needs 
throughout the year when the General Fund experiences projected cash flow deficiencies.  As a result, the General Fund has 
accumulated borrowings outstanding of $256,975,000 from the Working Cash Stabilization Reserve Account and $124,000,000 
from budgetary special funds as of January 25, 2011.  In order to comply with state law, all borrowings must be repaid by the 
end of the fiscal year. 
 
The 2008-A and 2008-B Swap Agreements, in connection with $166,250,000 of variable rate notes issued in year 2008 to 
refund notes for correctional facilities, were terminated at the option of the State on July 8, 2010.  They had negative fair values 
at the time of termination, and the State paid $21,155,000 to the Swap Counterparty. 
 
The State entered into two financing arrangements on July 20, 2010 to currently refund two notes for correctional facilities from 
variable rate to fixed rate.  These agreements resulted in notes payable totaling $162,410,000 payable beginning in year 2016 
through year 2027 with interest rates ranging from 5% to 5.25%. 
 
The State called $875,000 of Small Enterprise Development Series 2005-A General Obligation Bonds on December 6, 2010 for 
bonds maturing in years 2011 through 2020. 
 
The State called $650,000 of Small Enterprise Development Series 2000-O General Obligation Bonds on December 10, 2010 
for bonds maturing in years 2011 through 2015. 
 
Subsequent to year end, the State issued the following bonds and notes: 
 

Taxable General Obligation Note, Series 2010-C totaling $76,000,000 dated September 1, 2010.  This note provided 
funding for Heritage, History and Culture Tourism, Business Investment, Industry Incentive Financing, and Major 
Economic Impact.  The note matured on November 30, 2010 and interest was paid at a rate of 1.57%. 
 
Tax Exempt General Obligation Note totaling $246,000 dated September 1, 2010.  This note provided funding for 
Capital Improvements.  The note was paid in full upon issuance of long-term debt dated November 10, 2010.  Interest 
was payable monthly at a variable rate based on the weekly SIFMA swap index plus 150 basis points. 
 
Taxable General Obligation Bonds, Series 2010-D totaling $233,975,000 dated November 10, 2010.  These bonds 
provided funding for Heritage, History and Culture Tourism, Workforce Training, Sustainable Energy Research, ACE, 
Railroad Line Repair, Existing Industry, Rural Impact, Small Municipalities and Limited Population Counties, Small 
Business and Existing Forestry Industry, Industry Incentive Financing, Major Economic Impact, Farish Street Historic 
District, Railroad Revitalization, and refinancing general obligation bond anticipation notes.  The bonds mature serially 
through year 2023 with interest rates ranging from 0.651% to 4.351%. 
 
Federally Taxable General Obligation Build America and Recovery Zone Bonds, Series 2010-E totaling $45,000,000 
dated November 10, 2010.  These bonds provided funding for Transportation projects.  The bonds mature in years 
2034 and 2035 with an interest rate of 5.445%. 
 
Federally Taxable General Obligation Build America Bonds, Series 2010-F totaling $371,695,000 dated November 10, 
2010.  These bonds provided funding for Infinity Space, Science and Education Center, Children’s Museum, Museum 
of Art, Museum of Natural Science, Long Leaf Trace, Ohr O’Keefe Museum of Art, Jackson Zoo, Crime Lab and 
Medical Examiner Center, Capital Improvements, Transportation, Local System Bridge Replacement and 
Rehabilitation, Rural Fire Truck, State Tax Commission ITS Modernization, Statewide Tourism, Community Heritage 
Preservation, Local Governments Rural Water, Water Pollution Control, Business Investment, Economic Development 
Highway, and refinancing general obligation bond anticipation notes.  The bonds mature serially beginning in year 
2023 through 2034 with interest rates ranging from 4.351% to 5.245%. 
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For the Year Ended June 30, 2010

Budgetary Funds General Special

Financial Statement Major Fund General

Net Change in Budgetary Fund Balances $ (3,197) $ 12,567 $ 27,113
Reclassifications:
     Budgetary fund excesses are reclassified
          to the General Fund for GAAP reporting 13,240 (12,567) (673)
     The State reports amounts in the budgetary
          funds that are reported in other major and
          nonmajor funds (26,440)
Adjustments:
     The financial reporting fund structure includes funds
          that are not part of the budgetary fund structure 134,287
     The State's basis of budgeting is the cash basis plus
          encumbrances, rather than the modified accrual basis 135,862
     Lapse period revenues and expenditures are not
          treated as assets and liabilities in the financial 
          reporting period 239,003
Net Change in GAAP Fund Balances $ 519,195 $ 0 $ 0

Mississippi

Education
Enhancement

General Fund and Education Enhancement Fund original budget revenues represent the General Fund and Education
Enhancement Fund revenue estimates adopted by the Legislative Budget Office at the date of sine die adjournment.
Special Fund revenue estimates include anticipated revenues during the year and the amount of beginning cash balances
on hand at the beginning of the year that are anticipated to be expended for special fund purposes.

Required Supplementary Information

The Budgetary Comparison Schedule - Budget and Actual (Non-GAAP Basis) - All Budgetary Funds presents the original
legally adopted budget, as well as comparisons of the final legally adopted budget with actual data on a budgetary basis.
The State’s basis of budgeting is the cash basis plus encumbrances. The State has established three budgetary fund
groups to account for its budgetary activities and functions. The General Fund group is established to receive and
distribute general tax revenues and other general fund revenues and interest generated thereon. The Education
Enhancement Fund group is established to receive specific tax revenues to support various educational programs. The
Special Fund group is established to receive federal grants, fees, proceeds from the sale of goods and services, taxes
levied for specific purposes and interest generated thereon, and to support the functional activities of the agencies that
generate such revenues.

Due to the complexity of the State's budget, a separate Annual Report of Budgetary Basis Expenditures has been
prepared to present final budget to actual comparisons at the legal level of control. This budgetary report is available at
the Department of Finance and Administration.

Since accounting principles applied for purposes of developing data on a budgetary basis differ significantly from those
used to present financial statements in conformity with GAAP, a reconciliation of differences between budgetary and
GAAP presentations for the year ended June 30, 2010 is presented below (amounts expressed in thousands):

Notes to Budgetary Comparison Schedule - Budget and Actual
(Non-GAAP Basis) - All Budgetary Funds
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Schedule of Funding Progress - Pension Trust Funds
June 30, 2010  (Expressed in Thousands)

Unfunded
AAL as a

Actuarial Actuarial Accrued Annual Percentage of
Actuarial Value of Liability (AAL) Unfunded Percent Covered Annual
Valuation Assets Entry Age AAL Funded Payroll Covered Payroll

Date (a) (b) (b – a) (a / b) (c) ( (b – a) / c)

Public Employees’ Retirement System of Mississippi

2008 $ 20,814,720 $ 28,534,694 $ 7,719,974 72.9 % $ 5,544,705 139.2%
2009 20,597,581 30,594,546 9,996,965 67.3    5,831,864 171.4   
2010 20,143,426 31,399,988 11,256,562 64.2    5,763,556 195.3   

Mississippi Highway Safety Patrol Retirement System

2008 $ 298,630 $ 381,578 $ 82,948 78.3% $ 29,597 280.3 %
2009 292,322 394,630 102,308 74.1   26,390 387.7    
2010 281,088 411,277 130,189 68.3   26,353 494.0    

Municipal Retirement Systems *

2007 $ 213,432 $ 379,584 $ 166,152 56.2 % $ 1,953 8,507.5 %
2008 208,479 368,131 159,652 56.6    1,713 9,320.0    
2009 191,179 381,036 189,857 50.2    1,608 11,807.0    

Supplemental Legislative Retirement Plan

2008 $ 13,412 $ 15,615 $ 2,203 85.9 % $ 6,753 32.6 %
2009 13,386 16,535 3,149 81.0    6,803 46.3    
2010 13,241 17,081 3,840 77.5    6,605 58.1    

The funding percentage of the actuarial accrued liability is a measure intended to help users assess the PERS, MHSPRS, MRS
and SLRP funding status on a going-concern basis and assess progress being made in accumulating sufficient assets to pay
benefits when due. The actuarial value of assets for PERS, MHSPRS, MRS and SLRP is determined on a market-related basis
that recognizes 20 percent of the current year's unrecognized and unanticipated gains and losses (both realized and
unrealized), as well as 20 percent of the prior years' unrecognized and unanticipated gains and losses (both realized and
unrealized). Allocation of the actuarial present value of projected benefits between accrued and future service liabilities is
based on service using the entry age actuarial cost method. Assumptions, including projected pay increases, are the same as
used to determine the plan’s annual required contributions. For additional information regarding this schedule, refer to the
separately issued PERS Comprehensive Annual Financial Report for 2010 by writing to Public Employees’ Retirement System
of Mississippi, 429 Mississippi Street, Jackson, MS  39201-1005.

Required Supplementary Information

* Valuation information furnished for MRS is as of September 30.  The value of net assets available for benefits at June 30,

Mississippi

Notes to Schedule of Funding Progress - Pension Trust Funds

  2010, does not differ materially from the value as of September 30, 2009.
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Schedule of Funding Progress - Other Postemployment Benefits
June 30, 2010  (Expressed in Thousands)

Unfunded
AAL as a

Actuarial Actuarial Accrued Annual Percentage of
Actuarial Value of Liability (AAL) Unfunded Percent Covered Annual
Valuation Assets Entry Age AAL Funded Payroll Covered Payroll

Date (a) (b) (b – a) (a / b) (c) ( (b – a) / c)
June 30, 2008 $ 0 $ 570,248 $ 570,248 0.0% $ 4,348,942 13.1%
June 30, 2009 0 755,328 755,328 0.0   4,613,682 16.4   
June 30, 2010 0 727,711 727,711 0.0   4,470,558 16.3   

Required Supplementary Information

Mississippi



Mississippi 
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